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A NEIGHBOR who lives in one of the 
bigger houses on the street was telling us 
he had just gotten a salary raise, and had 
just finished making out his income tax. 
He was looking pretty sour, and he ex- 
plained this by saying, “A pipe doesn’t 
care how much water runs 
through it.” 


LIFE for a Congressman is 
just one constituent after an- 
other, with each constituent after 
something. Pennsylvania’s Rep- 
resentative Chester H. Gross, for 


report to his district that more 
than a thousand constituents 
brought their problems to his 
office in York. Their wants 
ranged all the way from help with a 
crossword puzzle to location of straying 
husbands and advice on how to sell cigars 
to Congressmen in Washington. The 
amazing thing is that there are still so 
many people left who are willing to run 
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for Congress. 


THE ATOMIC Energy Commissioner, 
Mr. Lilienthal, says he can see the time 
not far off when the terms Geiger counter, 
radio-isotope, alpha particles, neutron ab- 
sorption and nuclear reactor will be as 
much a part of common speech and under- 
standing as carburetor, X-ray, high octane, 
short circuit and frequency modulation. 
This public statement served to remind 
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NOTES on This && That 


one of our girls that in order not to get 
too far behind she ought to try to under- 
stand frequency modulation. 


INFLATION NOTE: Benjamin Frank- 
lin, who extolled the value of the penny, 
is now to be honored by having 
his likeness imprinted on a new 
series of half dollars. 


Z 





THE WAGE ISSUE is up 
again, third inning, unions at 
bat, and the big employers seem 
willing to let them get at least 
a one-bagger in the form of a 
raise of somewhere around 15 
cents an hour. For one thing 
the companies know that living 
costs have risen, and for another 
thing they think that they can pass on 
some of the wage costs in the form of 
higher prices. 

There’s a cloud on the horizon, however, 
and it is competition. Quite a few manu- 
facturers are beginning to feel it, as 
competitors are making inroads on their 
markets. Within another year the forces 
of competition will be stronger and every- 
one will be under pressure not to let 
prices rise any more, not because of the 
theory of the thing, but just because they 
can’t sell at the higher prices. 

The trouble with wage raises is that 
everybody doesn’t get them. Those who 
do not get them cannot afford to pay the 
prices of the things which are made by 
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workmen who DO get them. This is un- 
fortunate for those who cannot afford to 
buy, and it will be unfortunate eventually 
for those who make the stuff. The wage- 
price spiral is approaching the stage of a 
balloon descension. 


VICTORY GARDENS went out on 
V-J Day, but now the Department of 
Agriculture is urging people to get busy 
and establish a brand new type of back 
yard garden to be known as a “Freedom 
Garden.” The spade, hoe, rake, trowel, 
mulch and bug powder are to be just the 
same, however, as in the old Victory 
Garden. 


YOU DRIVE a car down an 
icy hill, gaining speed as you go. 
There’s a curve at the bottom 
and you may go off the road. 
But to step on the brakes, even 
gently, may make a skid and 
a crash. It’s quite a problem. 

Well, that’s the way it is with 
the boom. Mr. Eccles of the Federal Re- 
serve Board would like to step on the 
brakes (very gently) and risk the skid on 
the hill in order to avoid the greater risk 
of running off the curve at the bottom. He 
would like to raise bank reserve require- 
ments, thus tightening credit, and put the 
brake to business. This would take a 
law from Congress. But Congress, in the 
back seat, is scared of a skid and would 
rather hum a tune while the downhill 
going gets faster. 


CRIME NOTE: Shoplifting is on the 
increase, and merchants say it is due to 
resentment against high prices. Crime in 
all of its ramifications has increased 17 
percent since 1939. Robberies have in- 
creased alarmingly in many big cities re- 
cently. The statistics are not broken down 
to show precisely the number of second- 
hand automobile dealers who sell their 
cars at exorbitant mark-ups. 


IN AMERICA we are fixing up a plan 





to let all husbands and wives divide their 
incomes for tax purposes, but in Australia 
there is serious talk about requiring hus- 
bands to pay their wives wages, above and 
beyond the household bills. If this Aus- 
tralian idea makes any headway, it might 
extend to America and lead to a new union 
of wives which surely would get the Taft- 
Hartley law repealed. 


A FRIEND who hates to have his pic- 
ture taken reports that he was forced to 
have it done, and he was feeling on the 
stern side until the photographer popped 
out from behind his camera and said, 
“Now, think of a new Stude- 
baker.” Our friend showed us 
the proofs, and the Studebaker 
one was too grinny. 


THE WHITE HOUSE secre- 
tarial staff lost the original copy 
of the “voluntary” anti-inflation 
bill, and had to scurry around 
for a duplicate copy for the 
President to sign. After watching the 
working of the law we have come to the 
conclusion that it might have been just 
as well if the duplicate copy had been 
lost, too. 


TRUTH in advertising is a pretty well 
accepted principle in modern business but 
few copywriters achieve the candor of 
this early-American merchant quoted in a 
recent issue of National Parent-Teacher: 

“The public is kindly requested to buy 
this tooth powder, the ‘Universal White- 
ness.’ It is neither better nor worse than 
most of the others in my store... but I 
think it is just about as good as any of 
them, and I particularly recommend it be- 
cause It is made by my nephew, who is a 
very deserving young man and hopes to 
be married soon on the strength of it.” 


LAST MONTH we got ourselves all 
fixed for a scoop—all about how General 
Eisenhower would issue a statement late 
in February to the effect that he wouldn’t 





KIPLINGER MAGAZINE, March 1948 


run. Then came the New Hampshire 
primaries, which forced the General to 
rush the statement out in January. This 
left our story perfectly good, but about as 
exciting as a deflated rubber balloon. 
One of the many things we do not know 
about Eisenhower is whether the spon- 
taneous public demand for him will con- 
tinue, and force the party leaders to pick 
him as one way of insuring Republican 
victory. It could be. Anyway, people 
still write in to ask what kind of man 
he is. So we are going to carry a story 
on him next month, and this time we 
guarantee that it will not be a scoop. 


ONE of our pet truck drivers 
reports that a bartender told 
him his business was getting very 
bad. “It’s the high cost of low 
living,” he said. 


A FALL-OFF in luxury trades 
is often the first sign of a coming 
decline in business. Emmett J. 
McGinn, executive secretary of the As- 
sociated Tavern Owners of America, pre- 
dicts that by the middle of this year, about 
50 percent of the nation’s night clubs will 
have gone out of business. It occurs to 
us that professional feelers of the pulse 
of business ought to get busy and make 
systematic rounds of night clubs for 
strictly professional reasons. The only 
trouble is that there are so many feelers 
of the pulse that the night club business 
might boom and throw the theory out of 
kilter. 


OUR eight-year-old daughter was em- 
broiled in fisticuffs with a nine-year-old 
neighbor girl in their best unladylike man- 
ner. The going was getting rough and 
there were verbal exchanges as to how it 
all started. Finally one shouted, “You 
stop starting it.” The other shouted, 
“Well, you start stopping it,” and they 
continued to fight. We listened carefully 
and thought what a fine pair of interna- 
tional diplomats they will make when they 
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grow up—if there are any nations left 
by that time, and any need for diplomats. 


HENRY WALLACE ealls his third 
party a “Gideon’s Army.” We went to 
the Bible to get freshened up on Gideon, 
and can report that with his band of 300 
he slew 120,000 Midianites and thereafter 
ruled over his people for 40 years, which 
would take Wallace up to 1989. 


ONE of our great-grandfathers got up 
nerve to migrate to this country from 
England, with his young bride, despite the 
wishes of his mother-in-law. If it hadn’t 
been for his stubbornness and 
stiff-necked attitude toward his 
mother-in-law we would be 
there now as a potential re- 
cipient of some aid from Amer- 
ica, and doubtless a little grumpy 
about it all. Anyway, we find 
ourselves thankful to old Great- 
grandpap for putting us at the 
giving end of the line. 


THE EDUCATORS have come forth 
with a report to show that there aren’t 
enough college professors, and that the 
available college professors do not have 
enough Ph.D.’s among them, and that the 
Ph.D. in the future ought to be minimum 
requirement for college teaching. Our un- 
derstanding is that it takes seven years of 
learning to make a Ph.D., and if we take 
the time and the facilities to make enough 
of them-to meet the minimum reaquire- 
ments desired by the educators, then there 
may not be enough time or facilities left 
for the teaching of the millions of young 
people who, with their low tastes, do not 
aspire to the Ph.D. 


PEPSI-COLA, which has something to 
do with soft drinks, also gives art exhibits 
of American painting, and our art editor 
took in the recent show. He swears that 
he saw, in an impressionist painting of a 
street scene, and hanging from a lopsided 
building, a Coca-Cola sign. 
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American railroads are the biggest in- 
dustry in the world, with assets totaling 
about 23 billion dollars. Each year they 
meet a 4-billion-dollar payroll. In peace- 
tume they carry nearly two-thirds of our 
freight, and in wartime they haul mnne- 
tenths of all our weapons and supplies. 


HE nation must have strong, healthy 


railroads. But we do not have them 
today. While the railroads are still carry- 


ing a record-breaking volume of freight 
and passengers, their equipment has been 
deteriorating for years. Unless stronger 
steps are taken to rebuild it, the railroads 
will soon be in bad shape. This would be 
dangerous to the whole U. S. economy. 

This is what is wrong: Railroad equip- 
ment is old and worn out, and during the 
war the government would not allow the 
railroads the steel to replace it. Since the 
end of the war the railroads have not been 
allowed sufficient income to finance a 
strong program of modernization. Some 
railroad managements are stodgy, ineffi- 
cient and impervious to new ideas. This 
is demonstrated by the fact that while 
many railroads are earning money, others 
operating under similar conditions are 
losing money. And many roads offer in- 
different service. 

The blame for these conditions is widely 
shared. The railroads are pushed and 
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pulled by a variety of other interests. 

The directors of railroads are often 
bankers and industrialists. Their interests 
are divided between the railroads and 
other enterprises which may furnish goods 
and services to the railroads. The rail- 
roads each year buy from U. 8. business 
1% billion dollars worth of coal, plus 114 
billion dollars worth of everything from 
paper towels, sheets and pillow cases to 
electronic signals and locomotives. 

Although the influence of bankers is 
decreasing slowly as the railroads cut 
down their funded debt, the carriers must 
still rely heavily on the services of invest- 
ment houses and corporate lawyers. 

From the opposite side, a railroad may 
often be forced to buy supplies from one 
of its big shippers. 

Railroad management has little control 
over income. The railroads must go before 
the Interstate Commerce Commission for 
every rate increase. At rate hearings, long 
arguments are presented by shippers, the 
Department of Agriculture, the state regu- 
lating bodies and almost anyone who 
fancies he has an interest in the problem. 
In an inflationary spiral, rail income in- 
evitably lags behind expenses. Wages, 
which are two-thirds of railroad costs, 
went up sharply last September. The rail- 
roads are still in the process of getting 
compensating rate increases. 
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Moreover, rail labor is organized into 
one of the oldest and strongest groups of 
unions in the country. 

As in every old industry there is some 
featherbedding. For example, if a freight 
engineer has to drop off a car at a yard 
where there happens to be no switch engine 
on duty, he can do the job himself. It may 
take him only 15 minutes but he receives 
a day’s pay at yard rates. And the yard 
men coming on duty next also receive a 
day’s pay although they did no work. 

Promotion of employes is determined 
largely by seniority. The personnel de- 
partment of a railroad may want a bag- 
gage attendant who is pleasant and cour- 
teous to the public. But seniority may 
sive the job to a sour old codger who snaps 
at the customers. 

The government, too, has a powerful 
hand in rail labor disputes. The railroads 
are the only big basic industry whose labor 
problems are handled by a special govern- 
ment agency, the National Mediation 
Board. 

Each of these interests must take a 
share of the responsibility for the condi- 
tion of the railroads today. And look at 
that condition. The railroads own 1,730,- 
000 freight cars, 43,000 fewer than they 
had during the war. About 550,000 of 
them are over 25 years old. Another 
several hundred thousand more “feel” that 
old because hard treatment has aged them 
15 years in the past 10. Yet the railroads 
have on order only 105,000 new freight 
cars. There is little use for them to in- 
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crease this backlog of orders until a bet- 
ter supply of steel and faster production 
by car builders speed up delivery. New 
cars are now arriving just about fast 
enough to replace those that have to be 
scrapped. 

Of the 39,000 passenger cars on the rails 
today, 19,000 are over 25 years old. Alto- 
gether, 30,000 may be considered obsolete. 
Yet there are only 2700 new passenger cars 
on order. And delivery is so slow that one 
designer complained that there is little 
use of putting improvements on paper. By 
the time the cars are delivered the im- 
provements will be out of date. 

The railroads own 41,000 locomotives. 
Over 30,000 are more than 21 years old. 
The new trend is toward Diesels and 1192 
of the 1226 locomotives on order are of this 
type. But on the tracks today nine-tenths 
of all locomotives are steam. 

The Pennsylvania Railroad provides a 
good example of the railroad crisis. This 
road taps the richest industrial area of the 
world. The states which it serves contain 
half the population of the United States. 
Yet in 1946, in the midst of a great boom, 
the Pennsylvania lost money for the first 
time in its 100-year history. Inadequate 
freight rates are partly to blame. But the 
Pennsylvania is also a rare example of an 
enterprise that passed the break-even point 
because it had too much business. Its 
creaky old machinery—ancient locomo- 
tives and out-moded freight-handling fa- 
cilities—couldn’t handle that business. 

While railroad equipment generally is in 














bad shape, the basic financial structure 
of the railroads is better than it has been 
for 20 years. Many heavy mortgages 
have been revamped through bankruptcy. 
Many bonds have been paid off in full or 
in part or refunded at lower interest rates 
during the past eight years. 

During World War II the railroads 
made money. The return on their invest- 
ment ran around 4, 5 or 6 percent. New 
equipment was not available and money 
went into cash reserves which reached an 
all-time high. But then came trouble. 

Costs mounted rapidly, particularly 
wages. Compensating increases in freight 
rates lagged behind. 

Railroading is a feast-and-famine busi- 
ness. The railroads were able to handle 
their war job in heroic fashion becausc of 
a feast they had back in the late 20’s when 
they were earning around 5 percent. In 
those prosperous years they bought freight 
cars, passenger cars, locomotives and 
tuned up their roadbeds. These are, by 
and large, the same freight cars, the same 
passenger cars, the same locomotives and 
tracks that are carrying us and our freight 
today. 

The time for another feast is overdue. 
The railroads may now get one, belatedly. 
The Interstate Commerce Commission is 
granting large freight rate increases. The 
interim increases amounted to about 1714 
percent, or well over half what the rail- 
roads asked. This increase alone would 
give the railroads 4 percent return on 
investment. 

But it will be a race against time. For 
an unknown period, while the boom lasts, 
the railroads will have 
heavy traffic at high 
rates. During this 


every person who travels, to the Army, 
the Navy, the State Department—in short, 
to the United States. Failure could mean 
eventual bankruptcy, then government 
ownership and consolidation with its po- 
tential evils. This could result in a drasti- 
cally contracted system of transportation 
that could not expand to handle the sudden 
demands of business prosperity or war. 

Partly as a result of recent rate in- 
creases, the railroads are beginning to 
spend money for improvements at a good 
clip. During the first four months of this 
year they expect to lay out 320 million 
dollars. This is twice what the roads spent 
in the first four months of last year and 
compares favorably with the prosperous 
years of the 20’s. 

Yet the time may be short. While ship- 
pers generally approved the freight rate 
increases and said so to the ICC last fall, 
they are not sitting on their thumbs. As 
always, shippers are looking for cheaper 
and faster ways of moving goods. They will 
turn to trucks when they can, although 
truck rates have gone up with rail rates. 

But a textile shipper knows that a rail 
shipment of yarn sometimes takes several 
weeks to get from the Carolinas to a small 
town in Pennsylvania. A truck gets there 
in a day and a half. While rail freight 
may take three weeks to go from the Caro- 
linas to the West Coast, two truck com- 
panies are planning a service which will 
take only four days and four nights. And 
the rates will be rail freight rates or less. 

The railroads are not too worried about 
this competition yet. But in time they 
will be. The trucks will never be able to 
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period they must 
make a good start to- 
ward modernization. 
Whether the job can 
be done in the time 
allotted is vital to 
everyone who ships or 
receives goods, to 
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touch the heavy carload traffic that is tied 
to the rails—the coal, grain, ore and steel. 
But trucks can carry manufactured prod- 
ucts such as autos, hardware, textiles and 
lumber. In freight carload lots this is 
high-paying traffic to the railroads. They 
can’t afford to lose it. 

Carrying passengers has been a railroad 
headache since the auto came into its own. 
Before the war the railroads were losing 
14 billion dollars a year on passenger serv- 
ice (including mail, express and baggage). 
During the war the roads reversed the 
trend. But today the passenger business 
is back in the red, chiefly because of losses 
on branch lines. And this in spite of the 
fact that total passenger traffic is running 
half again as high as in 1941 and twice as 
high as in 1940. 

But a railroad that is on its toes can 
do much to get itself out of the red on its 
passenger service. The first requirement 
is to make getting aboard a train and 
riding on it a pleasure instead of a frus- 
trating chore. 

That it is a chore, few will deny. But it 
doesn’t have to be that way. Various rail- 
roads have licked or have plans to lick 
every one of these disagreeable problems. 
If all the good features of these railroads 
were put together on one train, here is 
how a passenger could travel: 

He arrives at the station, leaves his bags 
on the sidewalk and walks directly onto 
the train. He may pay the conductor or 
charge his fare. His bags are brought to 
the platform and loaded electrically into a 
special compartment in the car, accessible 
from the inside. If he wants to smoke, a 
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partitioned-off part of the car is available. 
He may sit in the vista-dome for a bird’s 
eye view of the scenery. 

The dining car steward will sell him one 
of four new best-sellers wrapped in cello- 
phane. Before dinner, the steward will 
hand him a card giving him a definite time 
for dinner so that he will be sure of get- 
ting a seat at once. A radio will soothe 
him during the evening or he can attend 
the movies in the dining car. If he wants 
to telephone he can do so. At the end of 
the trip he will walk directly to the cab 
stand where his baggage will be waiting. 
Also a cab. 

The severest critic of railroad manage- 
ment today is a railroad executive himself, 
Robert R. Young, board chairman of the 
Alleghany Corp., which controls the C&O. 
Young has broken with the 130 big mem- 
bers of the Association of American Rail- 
roads. He charges that the AAR members 
are a trust holding back improvement in 
both freight and passenger service. 

Young has started an ambitious program 
of modernizing the C&O. The results will 
make it easier to judge his criticisms of 
other railroads. Young has ordered all 
new passenger cars. He is designing a 
new lightweight passenger train. The 
mechanical innards won’t be underneath 
each car but all together in a special car. 
This will lower car bodies 314 feet. Young 
hopes that the lower center of gravity, plus 
a new kind of rail-gripping truck, will per- 
mit passenger train speeds of 150 miles per 
hour. 

Young is also designing a new portable 
freight car body to carry perishable 
freight. It would be 
loaded at a ware- 
house, carried by 
truck to the rail ter- 
minal and there at- 
tached to a flat-car. 
A train of these cars 
could be hauled at 
passenger-car speed. 

As a gadfly, Young 
probably does the 
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railroads more good than they will admit. 
His criticisms are often intemperate and 
exaggerated. But they hit at vulnerable 
spots: antiquated practices and antiquated 
equipment. 

What the railroads need is: 
® A higher return on investment. The 
railroads are campaigning for 6 percent 
and the Supreme Court has held that this 
is not too high for a public utility. 
& Quicker action by the ICC in com- 
pensating railroads for increased costs. 
& Further scaling down of debt structure. 
Although for many years the ICC has re- 
quired mortgages tocarry sinking funds and 
to be callable at any time, some railroads 
are still heavily burdened with old debt. 
The Southern Railway, for example, pays 
$4,600,000 annually on 92 million dollars 
of first mortgage bonds. The bonds (issued 
in 1894) cannot be called until 1994. The 
Mahaffie Bill, pending before Congress, 
would help railroads adjust their debt 
structure. 
& New equipment. Allocation of steel to 
the railroads has been inadequate. 


& Technological improvements and _ in- 
creased labor productivity. A decrease in 
featherbedding, which will be difficult 
since the basic union rules date back to 
the days of World War I. 

>A positive effort to please the pas- 
sengers. Most railroads could get a lesson 
from the airlines in giving courteous serv- 
ice. Cars could be cleaner. 

& Rejuvenation of management of some 
railroads. 

Finally the railroads need to shake off 
some of the interference by outside in- 
terests. Overall government regulation 
will continue, but the railroads should not 
be completely enmeshed in red tape in 
Washington. And railroad operators, the 
men who worked their way up through the 
business, should be permitted to stand on 
their own feet and make their own de- 
cisions without too much pressure from big 
shippers, powerful directors or bankers. 
Given something approaching this favor- 
able climate, which nearly every other 
business enjoys, the railroads can be 
strong, healthy and profitable. 


World’s Fair Fever Breaks Out Again 


HE world’s fair fever is breaking out again, 
but there is plenty of common-sense qui- 
nine on hand. 

Fairly heavy rashes have appeared on the 
faces of Chicago and St. Louis. Detroit has 
had a slight temperature and Los Angeles has 
been feeling its own pulse. New York has had 
one little pain, probably hypochondriac. But 
signs indicate nobody is going to get sick. 

St. Louis, wistfully remembering its Louisi- 
ana Purchase Exposition in 1904, has been lis- 
tening to proposals for a grand-scale fair in 
1953, to cost from 53 million dollars up. It has 
also been listening to its Chamber of Commerce 
say the idea is not very good. And City Comp- 
troller Louis Nolte has said it would bankrupt 
the city. So chances are slim. 

Chicago’s fair also would be held in ’53. 
But Mayor Martin H. Kennelly slapped the 
idea down so hard that it has little chance. In 
so doing, he supported the Chicago Association 
of Commerce and Industry. 

Detroit got so far as a world fair committee 
and a Board of Commerce fact-finding commit- 
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tee, which couldn’t quite see the idea. Los 
Angeles proposals haven’t made much head- 
way. 

And Grover Whalen, New York’s great 
greeter and front man for the last world’s fair, 
floated a trial balloon about an international 
fair that would have moving sidewalks. The 
balloon sailed away unmarked. 

All of the world’s fair proposals run against 
three powerful objections: 

& The international situation is tense. 

& We would have to pay through the Mar- 
shall plan for the exhibits of some countries 
anyway, and that would cause a bad reaction. 
& Big building programs would be required 
at a time when materials are short. 

On the other side, it is argued that a fair 
would promote world trade and world friend- 
ship. And that a world’s fair is great publicity 
for any city. 

The last argument is the one that has carried 
the deciding weight for former fairs. But it 
isn't so effective now. Not when even cham- 
bers of commerce say no. 
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PA. Y businesses, particularly small man- 
ufacturers, are in distress because of extensive gray markets 
in basic materials. These businesses are often caught 
between the necessity of buying scarce materials at excessive 
prices, or of doing without. The biggest gray market 
seems to be in steel. The steel industry says it has no 
connection with the gray market, and will cooperate with 
the Department of Commerce in getting better allocations. 

To run down some of the facts, we have asked the Com- 
merce Department's Office of Small Business for examples 
of businesses which have reported difficulties with gray 
markets. Here are the examples, plus instances of what 
some steel companies are doing to combat the gray market. 


THE GRAY MARKET IN ACTION 


A COMPANY in California’ which 
manufactures irrigation equipment 











|The market price of half-inch 
pipe is about 5 cents a foot.] Mr.— 


store. 


has had to curtail operations severely 
within the past several months because of 
inability to obtain steel pipe. This com- 
pany was in business for many years before 
the war. But it had made its purchases 
through a steel distributor who now has 
entered another field. Consequently, this 
company now does not have any purchas- 
ing history with a steel company or dis- 
tributor in order to obtain allotments, and, 
as a result, it may have to close its doors. 

The president of this company said: 
“Our only means of getting pipe now 1s 
through the black market, and we are not 
interested. We could use wrought iron as 
that is more plentiful; even though it is 
more expensive, it will still be less than the 
black market pipe with its scandalous 
price, which seems to get through by some 
mysterious channels.” 

The president of the company stated 
further: “I saw some pipe that was pur- 
chased by a party and here’s the story: 
This man, a Mr.——-, bought 5000 feet of 
half-inch pipe at 131% cents from a feed 
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whom I sell to, has a friend employed by 
the ——— Railroad who looked up the record 
of the bill of lading of this pipe. Three 
cars were shipped from Cleveland, Ohio, 
through a prominent party, to a furniture 
company, then transferred to a feed com- 
pany and again to another feed and seed 
company in San Fernando Valley, where 
Mr.——— bought the 5000 feet. This pipe 
had certain initials stamped on the cou- 
plings. Whether that was - Steel Com- 
pany or not I don’t know. I do know that 
things have come to a pretty pass when 
people like ourselves have to decide on 
quitting business, while someone with a 
furniture company name and feed stores, 
who normally never handle pipe, can get 
the material we so urgently need to permit 
us to stay in business.” 

> This case concerns a small foundry and 
machine company in Iowa. The company 
was recently organized; a new building 
was erected and equipment installed. The 
company has been able to get all necessary 
materials and equipment with the excep- 
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tion of pig iron. It says the plant will lie 
idle until it is able to get pig iron. 

In recent correspondence an official of 
the company stated: “Since writing you 
we have had an offer from a party in 
Southern Illinois stating that they had pig 
iron for sale, but that it would cost us 
about $60 per ton f.o.b. shipping point. 
[The market price of pig iron is about $40 
per ton.] This is very obviously gray 
market material, and of course we turned 
it down, but it does show that this material 
is flowing into channels where the interest 
of the country is only secondary. The 
party involved in this offer was a Mr. ; 
who operates a gray iron foundry in 
Illinois. He was of course only acting 
for someone else and did not give us the 
party’s name to whom he had reference. 
We are not writing this with the idea of 





making trouble for anyone but rather to 


strengthen our point that material is avail- 
able if the producers want to put certain 
curbs on the selling of pig iron.” 

This company claims that several 
foundries in its area have excessive in- 
ventories and that their storage facilities 
are filled to capacity. 
> A small company in Minnesota which 
manufactures refrigerator boxes has ap- 





ACCORDING TO CONGRESS 


“The gray market [in steel] is no myth. Such 
operations thrive under conditions of shortage 
and distribution methods which have not been 
surveyed in the light of post-war needs and 
uses. Through publication of names and cases 
it is believed the subcommittee has effected 
some discouragement of swindles and ‘con’ deals 
so strongly in evidence on the fringe of the 
industry a few months ago. Also the small 
businessman has been put on notice as to the 
means and methods used in such operations. 
Desmte the subcommittee’s efforts the gray 
market still flourishes and has, if anything, be- 
come better organized. It 1s clearly the responsi- 
bility of the steel industry to take steps to wipe 
out such actinty and to assure the return of 
such tonnages to normal channels of trade.” 


—Report of the Steel Subcommittee of 
the Special Senate Committee to Study 
Problems of American Small Business. 
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pealed for assistance to get shipments of 
steel sheet. This company has laid off 
more than half of its employes and expects 
to lose more if it does not get this material. 
It may have to close up, but apparently 
will consider the gray market if any relief 
can be obtained from that source. How- 
ever, prices quoted from this source (17 
cents a pound) are so high as almost to 
prohibit purchase. [Market price of sheet 
steel is about 4 cents a pound. ] 

The president of the company wrote: 
‘There certainly should be some way of 
getting the steel mills to allocate us what 
little we need. How is small business 
going to compete and exist if we can’t get 
this material on a legitimate price basis. 
If steel mills can’t take care of us, how is 
it that plenty of sources exist today—com- 
monly called ‘Black Markets.’ These 
have of late been quoting us as high as 17 
cents a pound for steel f.o.b. point of ship- 
ment.” 


What is the steel industry itself doing 
to stamp out gray markets? Much criti- 
cism has been directed at the steel makers 
on grounds of their inaction. The Steel 
Subcommittee of the Senate Small Business 
Committee says they “are now showing a 
more helpful attitude,” and one of their 
severest critics, Tom L. Smith, president of 
the Pressed Metal Institute, concedes this 
with the reservation that their action was 
belated and should have been initiated at 
least a year ago. 

In defense of the industry, individual 
steel companies cite these examples of 
actions they have taken to stamp out the 
gray market: 
> A steel company got reports of its nails 
being shipped back into the New York area 
from Puerto Rico. It found that several 
regular nail customers in the Puerto Rico 
market had in fact reshipped nails back 
into the United States where they were 
being sold at gray market prices. All 
further shipments of nails to these cus- 
tomers were suspended. 
> A small manufacturer of grave vaults in 
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Ohio had been receiving from one steel 
company 50 to 60 tons of wide hot rolled 
sheets per month for several years pre-war. 
An advertisement offering sheets for sale 
f.o.b. this small Ohio city aroused the 
company’s suspicions. A salesman from 
another territory called on the manufactur- 
er who offered to sell 50 tons of sheets 
already in the plant and 60 tons due for 
early shipment from the mill at $160 per 
ton—more than double the mill price. All 
shipments of steel to this company were 
suspended. 
> A small company in Kansas manufactur- 
ing metal silos obtained from a steel com- 
pany a quantity of galvanized sheets, 
under plea of being in desperate need. 
Photographs of thousands of bushels of 
grain piled on the ground for lack of stor- 
age facilities were sent. Soon after the 
metal was shipped on rush order, the steel 
company heard some of it was appearing 
in the gray market. ‘Trucked deliveries 
were actually traced in some cases. 

The steel company cut off this customer 
from future supplies. 
> A manufacturer of metal bathroom tile 
in Michigan presented such a good case for 
the importance of his operations to the 
housing program that a steel company pro- 
vided him with some steel. Part of the 
shipment was subsequently discovered in 
the gray market. 

All orders from this manufacturer were 
immediately canceled. 
> Two small manufacturers of metal 
screens In Ohio were furnished some zinc- 
plated sheet steel when they showed they 
had a legitimate use for it as suppliers for 
the housing program. The steel company 
discovered that they were selling part of 
this steel in the gray market at high prices. 
Both were removed from the company’s 
list of customers. 
> Two manufacturers of commercial trail- 
ers, one located in Kansas and the other 
in Ohio, were cut off from receiving future 
supplies. Some electro zinc-plated sheets a 
company was furnishing them were being 
sold in the gray market. 
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THE WEATHER: NOT MUCH CHANGE 


URRENT STORIES about making 
rain by dropping dry ice on clouds are 
leaving much unsaid. And man isn’t ready 
yet, either, to forestall blizzards or to divert 
hurricanes. Science may succeed, some- 
day. But for now, the truth is this: 

A certain type of cloud, under certain 
conditions, will give off snow when seeded 
with dry ice. The snow will turn to rain 
if it passes through warmer air on the way 
down. The raindrops, in turn, may evapo- 
rate before reaching the earth if the air 
is dry. It has not been demonstrated in 
America that dry ice seeding can produce 
enough rain to affect the soil. Australian 
scientists say they have stimulated a 
heavy rain; U. S. Weather Bureau scien- 
tists are skeptical. 

Dry ice experiments have been success- 
ful enough, however, to promise early 
solution of the dangerous problem of ice 
on airplane wings. The cloud that ices 
planes is like the one that dissipates into 
snow when seeded with dry ice. 





One scientist has shown that some clouds 
react to silver iodide particles just as they 
do to dry ice. So someday, it is thought, 
science may use giant ground generators 
to bombard winter clouds with silver iodide 
particles and alter the weather. 

No responsible scientist predicts the 
breaking up of hurricanes any time soon. 
But one, at least, thinks the damaging 
effects of thunderstorms can be lessened 
by seeding the thunderhead as it forms. 
The storm would last longer, but there 
would be less intensity and no hail. 
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ANY MORE §]T EEL coMING UP? 


at U.S. scrap in Europe. 
Scrap, acknowledged by 
steel makers to be the 














USTOMERS of the steel industry will 

not be any happier in 1948 than they 

were in 1947. Although output of finished 

steel this year should tie last year’s 62- 

million-ton peacetime record, and possibly 

surpass it by a million or two, there still 
will not be nearly enough to go round. 

Why? 

Obviously the drain on our steel supply 
by foreign users under the Marshall plan 
is one reason—though not so all-impor- 
tant as some suppose. The chief reason, 
rather, is less complex. It is simply that 
steel production is still unable to appease 
an appetite which shows no sign of di- 
minishing. 

Talk by steel makers to the effect that 
supply will someday meet demand—the 
rosiest prediction is late 1949—offers cold 
comfort to steel users who want steel now, 
this year. The industry knows it, and is 
trying to do this much about it: 


Steel companies have embarked on a 
1 self-financed billion-dollar program 
to expand and improve facilities. But 
that’s no cue for the customers to throw 
hats in air, because building new capacity 
takes time. Probably not until late 1948 
will benefits of the program begin to perco- 
late down to steel users. 

This program, though widely touted by 
the industry as an expansion of capacity, 
is not the 10-to-20-million-ton expansion 
urged by those who believe the current 
peak level of steel demand is here to stay. 
The industry’s schedule calls for a 5- 
million-ton increase over its January 1, 
1947 ingot-making capacity of 91 million 
tons. This restores 4 million tons dropped 
right after the war, and at least part of the 
rest will go to replace outworn facilities. 


2 Industry representatives, together 
with State and Commerce Department 


officials have just taken a first-hand look 
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“major obstacle” to full 
operation of steel furnaces, remains criti- 
cally short. An arrangement to ship scrap 
home would quicken prospects for filling 
steel pipelines. 


The industry has agreed to voluntary 
allocation of steel in line with the 
new anti-inflation act. But allocations 
imply priorities, so at best this device will 
rob Peter to pay Paul. Further, self- 
policed allocation is tougher to enforce 
than that backed by legal means. Note 
that a voluntary allocation has presumably 
been in effect since WPB controls went off. 





These three moves constitute the major 
evidence that the steel industry is, as one 
government official described it, at least 
“making the good old college try” at al- 
leviating the present shortage. Attached 
to each move are obvious “ifs” and “buts” 
which hardly make 1948 a year of promise. 

Nor is the prospect enhanced by two 
other likely developments during the year: 
> Assuming labor success in a third round 
of wage hikes, a steel price rise seems 
sure. However, most customers will glad- 
ly swallow this IF they can get the steel; 
the alternative is dabbling in a gray mar- 
ket which daily grows more fantastic (see 
page 9). 
> Steel companies will continue to with- 
draw from distant markets made less 
profitable than ever by the newest freight- 
rate increase. 

Users in those areas, as well as steel’s 
customers generally, are going to have 
plenty of headaches this year. In the 
words of one steel expert: “They’re going 
to be buffeted about. They’re going to 
have to make deals—to say to the mills, 
‘Please take care of us now and we'll be 
your 100 percent customers when supply 
meets demand.’ Bigger steel users will 
probably have some luck this way. As for 
the little fellow, well... .” 
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Look at your 


EXPENSE ACC 


HE critical need for econ- 
omy, growing more acute as 
production costs rise, is bringing 
closer scrutiny to that necessary 
evil of sales—the expense ac- 
count. Salesmen are hearing the 
cry: “Hold expenses down!” But how can 
a business firm really accomplish this? 
Expense account policies are a hodge- 
podge. Seen as a whole, they suggest a 
crazy-quilt comprised of varying elements 
of liberality, stinginess and indifference. 
A few companies house their representa- 
tives in nothing below Waldorf standards. 
But, on the other side of the picture, there’s 
one firm that refuses to allow midday 
meals as legitimate expenses because these 
are customarily eaten out anyway. In 
spite of these disagreements, there 1s grow- 





ing agreement that the so-called “swindle 
sheet”? is no joke any more. Consequently, 
some experts are doing constructive think- 
ing which may help everyone. 

These experts know that salesmen must 
spend and that, in some instances, lavish 
spending is required for big orders and 
goodwill. Management simply sees costs 
rising, the margin between cost and profit 
narrowing, and urges that more system and 
sense and plain honesty be used in the ac- 
counting. 

And this, in reverse, means that busi- 
nessmen themselves should begin telling 
their representatives in one-syllable words 
how much to spend for different items. 
They should issue understandable regula- 
tions. These are best printed on the backs 
of expense account forms. Thus, the 
salesman can’t come back with I-forgot- 
you-said-not-to-pay-more-than-four- 
bucks-for-a-room. 

Businesses should keep a_ reasonable 
flexibility in the system. Patently, it 
might be ruinous to restrict a salesman to 
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a $3 room to which he might 
invite someone for transac- 
tion of a $50,000 order. Or 
to tell this salesman he 
couldn’t buy the prospect 
$20 worth of entertainment. 
Or $50 worth if the No. 1 prospect was in 
an expansive mood. Discretion can’t be 
eliminated entirely. 

It is in doing routine business that real 
cuts can come, the experts think. For 
example: if the salesman is comfortable 
in a $4 room at a reputable place, why pay 
$7 for another hotel’s fashionable name? 
Except under extraordinary circumstances, 
why ride fewer than 60 miles in a parlor 
ear? And why not travel by Pullman at 
night, when possible, to save hotel costs 
and speed up sales schedules? And why 
should a salesman be permitted to see the 
best show in town and charge it up to 
“ineidentals’’? 

Authorities say spread word that ex- 
pense accounts are being watched. Say 
that there will be no more toleration of 
practices such as these: 

& Claiming mileage in excess of distances 
a standard road map shows. 

& Failing to use cheaper round-trip fares. 
& Charging for meals beyond the sched- 
uled maximum. 

& Claiming taxi expense while off in the 
company car. 

& Lumping unidentified “expenses” under 
‘ineidentals.”’ 

& Purchasing Pullman berths and hotel 
rooms for the same night. 

& Entertaining people with vague names 
who seem unrelated to the sales prospect. 
& Claiming reimbursement for “phone 
calls” that are only hazily remembered. 
& Claiming big “tips” and “porter serv- 
ice” when the salesman is known to have 
carried little more than a brief case. 

Some companies have taken the room 
expense problem seriously enough to make 
arrangements themselves with hotels in the 
key areas. This enables them to know 
prices, and it saves the salesman time. 

Some companies, too, have taken the 
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entire travel expense problem seriously 
enough to make it a regular point of dis- 
cussion at sales meetings. At one such 
conference, a sales manager asked the rep- 
resentative who had traveled at lowest 
cost to tell the others how he did it. Such 
a technique, naturally, may provoke con- 
troversy, maybe hard feelings. But bene- 
fit will follow. Everybody will know that 
the company spotlight is on expense ac- 
counts, and that someone is traveling more 
cheaply than the rest without any ap- 
parent impairment to self or business. 
Some firms, of course, use salesmen on 
a straight commission basis, eliminating 
expense accounts altogether. A large east- 
ern grocery distributing concern is one. 
Its salesmen own their cars, absorb all ex- 
penses. These expenses are deductible on 
income tax returns and aren’t liable to 
social security tax. This company pays 
commission on graduated percentages 
based on gross profits. Under such a sys- 


tem a salesman would earn less on sales of . 


sugar, which has a low profit margin, than, 
say, on canned smoked turkey with its 
high margin of profit. 

A company operating on a straight com- 
mission basis is trading strictly on the abil- 
ity of its salesmen. It may also be in- 
different to prestige. For the salesmen 


naturally will live cheaply. And if they 
conduct company business from a boarding 
house or pool room telephone booth they 
are merely serving a first interest—their 
own. 

Companies using the commission system 
contend that their commissions are suffi- 
cient to cover reasonable living costs. The 
system also gives salesmen latitude to 
spend freely when imperative and tighten 
if need be. However, three-fourths of the 
companies recently surveyed use the ex- 
pense account. 

There are many complexities in handling 
expense accounts, but realistic executives 
can begin with a simple and effective state- 
ment of policy: 

Costs on the road have gone up. That’s 
understandable. 

Costs have gone up in the home office, 
too. That’s also understandable. 

We’ve got to economize here. You’ve 
got to economize there. We know you can 
economize, in a dozen small ways, at your 
end and still be comfortable and efficient. 
This means cutting out lururious living. 
And cutting out those ingenious frills of 
accounting which in easier times were 
shrugged off. In the aggregate the saving 
will be considerable and everybody will 
be better off. 


WHAT IT COSTS TO START A FACTORY 


VERYBODY talks about high consumer 

prices and the gap between production 
and demand. One way to get more produc- 
tion is to start more factories. But here again 
high prices are shorting the circuit. This is 
what has happened since 1940 to the average 
cost of starting a factory and keeping it going: 


Plant site up 50 percent. . . . Structure up 
76. . . . Machinery and equipment up 40... . 
Operating labor up 84. . . . Materials up 90. 


And here are a few indirect cost items facing 
the man starting a factory today: 

He is at the bottom of every list for scarce 
materials, and delays will run up his operating 
costs. . . . Skilled labor is hard to find... . 
Good production men are scarce and come 
higher. ... Firm commitments on oil and 
power are hard to get. 

If he wants the same income in real money 
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after taxes as he made in 1940 it will require 
twice the investment as was needed in 1940. 
If he is content with keeping his old profit 
margin he’ll need more than twice the sales 
measured in dollars. 

If he can clear all these hurdles he can start 
a factory and add to production and maybe 
help bring prices down. But it is important 
for him to consider now that when prices— 
and profit margins—do come down, the ratio 
of income to those original capital costs may 
not look good. 

These future developments he must take 
care of now, not later, by building only for 
present needs, by providing for the maximum 
possible amortization, by inoculating himself 
as far as possible against high fixed charges. 
Above all, before every commitment, he must 
remind himself that prices will drop. 
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How Real 1s the 
POWER SHORTAGE? 





HORTAGE is a word the power in- 
dustry shies away from. In describ- 
ing our electric power predicament, the 
term it would much rather use is “tight 
situation.” By this the industry means: 
Home, farm, factory 
and office users of elec- 
tricity have been mak- 
ing such record demands 
on electric power facili- 
ties that the industry’s 
reserve capacity 1s much 
too low, dangerously 
low. A program to add 
new capacity is under 
way. By 1952 there 
should be a comfortable 
reserve margin. But 
until then, there will be 
a strictly nip-and-tuck 
race between supply and demand. 

And, until an adequate reserve is built 
up, any number of acts of God and man 
could conspire to make the situation even 
tighter. For example: 

& A drought could cripple hydroelectric 
power plants. 

& A coal strike could cripple steam elec- 
tric power plants. 

& Machine outage—breakdowns, that 1s 
could cripple either. And much of the 
machinery is pretty war-weary. 

& Protracted summer heat in areas using 
air-conditioning could strain power facili- 
ties in those areas. 

& On top of all this, power companies 
could be even more badly swamped if 
what the industry calls “load growth’— 
an increase in the use of power—continues 
growing faster than new equipment can 
keep up with it. 

Should several of these possibilities 
materialize all at once, either this year 
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or in the next three years, we could have 
such a power crisis that brownouts and 
other forms of power rationing would have 
to be imposed. 

But if these things materialize only 
separately or on small 
scale, the industry 
should be able to squeak 
through, to manage until 
its expansion program 
begins to add the badly 
needed backlog. 

So—the industry’s 
fingers are crossed. 

How did electric 
power get into the fix it’s 
in? 

First, because of the 
industry’s peculiar na- 
ture. Electric power 
can’t be stockpiled (except as coal or 
water). The power must be generated as 
it is demanded. Usually that demand 
gangs up at certain hours of the day and 
certain times of the year. This ganging- 
up is known as the “peak load.” 

Daily peak load, on most power systems, 
is late afternoon. The annual peak load, 
on a nation-wide basis, is December 
(shorter daylight hours, heightened pre- 
Christmas activity). The annual peak 
load, however, also varies by regions. In 
the Southwest it is August, when air-con- 
ditioning equipment is most used. In 
Florida it is January and February, when 
there is a heavy tourist influx. Thus, 
peak-load time causes a strain on power 
facilities all at once. But the possibilities 
of calamity are compounded when there 
is a low margin of reserve to cope with un- 
usual weather or mechanical breakdown 
at peak-load time. 

The industry has tried to combat peak- 
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load strains by such means as these: It 
asks industrial users to stagger working 
shifts in order to spread out the period 
of power use; it suggests that they take 
inventory during December, shutting down 
electric-powered machinery. It has con- 
tracts with some users which grant them 
lower rates in return for the right to “in- 
terrupt” power at peak-load time. 

The other big reason, a more immediate 
one, for the industry’s troubled status was 
its failure to foresee how quickly the post- 
war boom would be upon us. Like many 
other industry and government experts, the 
power people wrongly figured the length 
of the industrial letdown after V-J Day. 
Nor did they anticipate quite such a boom 
in the sales of home electrical equipment. 
The industry assumed it would have a 
breather in which to repair and add gen- 
erating, transmitting and_ distributing 
equipment. 

Before the war, annual additions of 1 
or 2 million kilowatts of capacity had 
been ample to take care of normal growth 
in electric power use. By 1939, we had 39 
million kilowatts of capacity, and used 
only 27 million. In 1943 capacity was 
48 million kilowatts, use 39 million. With 
such reserves, we could have a prolonged 
drought or other weather vagaries, or 
transformers could burn out, without 
bringing on a prolonged power crisis. 

Just before the war, Federal Power Com- 
mission Officials foresaw a huge increase 
in power needs and urged a large-scale 
expansion of capacity. The industry dis- 
agreed as to the amount of new capacity 
needed, but put in 10 million kilowatts 
during the war. With blackouts and 
brownouts required as a defense measure, 
with working hours spread out over three 
shifts per day, and with the fortunate in- 
eidence of heavy rainfall during the war 
years, the industry was well able to cope 
with wartime requirements. 

Then it stubbed its toe on the post-war 
boom, notably in the year just past. 

During 1947 over 2 million customers, 
including a half-million farmers, were 
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added to the industry’s customer lists. 
Residential use of power averaged 1435 
kilowatt hours (1937 average: 805 hours). 
Sales of home electrical equipment were 
huge. 

During 1947, too, industrial activity was 
such that production of electricity passed 
the 300-billion-kilowatt-hour mark. Out- 
put of electrical power in one December 
week alone was over 5 billion, 360 million 
kilowatt hours—about one-fifth of all the 
electricity used during 1917. 

Nevertheless there were crises. In the 
fall, the Maine potato crop was in danger 
of rotting because a water shortage caused 
a power shutdown in potato processing 
plants; plants had to be operated at night 
and power had to be obtained from ships 
off coast. In Dallas hours of air-condi- 
tioning during August had to be rationed. 
As an emergency measure, the Federal 
Power Commission permitted power com- 
panies not in interstate operation to make 
interconnections across the state lines with- 
out becoming subject to the Commission’s 
regulatory power. 

By the end of 1947, the industry figured 
that it had successfully met a demand for 
49 500,000 kilowatts. Estimating its total 
installed capacity at 52,300,000 kilowatts, 
it concluded that it had been operating on 
a 5 percent reserve. The Federal Power 
Commission, basing its figures on depend- 
abie capacity, came up with an even lower 
estimate of reserve margin. 

Whatever the figure used to arrive at a 
conclusion about reserves, the fact re- 
mained that the power industry had been 
skating on very thin ice. Normally a 10 
percent margin of reserve is considered 
minimum, a 15 percent margin adequate. 

But, said the industry, power demand 
had been supplied—therefore there was no 
shortage during 1947. 

Critics of the industry do not look at the 
picture that way, however. They point out: 
& Some users, including many who did not 
have “interruptible” contracts, had agreed 
to shift to off-peak hours or be cut off at 
peak-load time. 
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& The industry had on occasion lowered 
voltages. 
& No one knew how much more power 
would have been used had facilities been 
oreater. 

Therefore, say the critics, there was and 
is a power shortage. They draw a parallel 
between the power industry and the steel 
industry. The power industry, they charge, 
is unwilling to take the financial risk of 
building too much new capacity when, at 
some less prosperous future date, that ca- 
pacity may have to lie idle. 

This argument over how much more 
power capacity we will need to meet a 
permanently increased demand is likely to 
run on for a long time. Meanwhile, no one 
disputes the fact that right now the power 
industry is expanding all it can to fill the 
foreseeable demand within the next four 
or five years. 

An estimated 17 million kilowatts in 
new facilities is now on order for delivery 
up through 1951. The bulk of this will be 


taken on by privately owned utilities. The 
rest, by industrial firms which have their 
own power plants for their own use, and 
by government-owned plants. 

Government power officials, never averse 
to expansion, can go ahead now that Con- 
gress has restored by deficiency appro- 
priation some of the budget cuts made 
early in 1947 in northwestern hydroelectric 
projects. 

One bad bottleneck remains. Ordinarily 
it takes a year to 18 months from the or- 
dering to the delivery of new power equip- 
ment. With the current shortage of steel 
and tightness of copper and aluminum, the 
equipment manufacturers are themselves 
stymied. Today, the length of time from 
order to delivery date for smaller equip- 
ment is 18 months, three years for heavy 
equipment like turbo-generators. 

In the meantime, old equipment will be 
breaking down. 

This means that the power people won’t 
be able to breathe easily until 1952. 





The St. Lawrence Seaway: 
Ore shortage boosts its chances 


HE proposed St. Lawrence Seaway 1s gain- 

ing new support, particularly from the 
steel industry. The reason is that the great 
Mesabi Range in Minnesota is giving out of 
high-grade iron ore, plus the fact that new 
ore sources have been found in Labrador. 

With the Seaway, there would be a water 
route from Labrador, and steel mills could 
still get their ore by ship. The ore could be 
brought into the existing Great Lakes-upper 
Ohio Valley steel-making centers. Both the 
economics and the geography of U. S. steel 
making are based largely on cheap water trans- 
port for ore. 

If it becomes unprofitable to exploit the 
Mesabi Range much longer, and if there is no 
St. Lawrence Seaway, the steel industry may 
have to haul Labrador ore to the Atlantic sea- 
board or bring in South American ore to the 
Gulf Coast. Such developments would even- 
tually force the steel industry to move from 


KIPLINGER MAGAZINE, March 1948 





its present inland locations to the coasts. 

In spite of this added argument for the 
Seaway’s construction, opposition to the pro}- 
ect still is intensely strong among the railroads 
and East Coast cities. So powerful is this 
opposition, in fact, that there is little chance 
of getting congressional authorization for the 
Seaway at this time. 

Even among its proponents the Seaway is 
still conceded to be a depression project—one 
which will be undertaken only as a means of 
combating unemployment. Present estimates 
are that it would take about 720 million dollars 
to complete the Seaway and its allied hydro- 
electric power project. The U. 8. share would 
be 490 million. From four to six years would 
be required to complete the work, with at least 
20,000 workers a year needed. 

But if the Mesabi situation gets worse faster, 
the Seaway’s powerful new friends may be able 
to push the project through. 
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THE LATEST IN BUILDING MATERIALS 


Nw building materials that promise 
to cut construction costs and provide 
better, truly modern houses and office 
buildings are on the way. It is too early 
‘to suy that any one will be the answer, 
but some of the hundreds that are being 
developed show unusual promise. Here is 
a report on two new materials that are 
exciting architects and builders: 


NEW-TYPE WALL FOR MULTI-STORY BUILDINGS 


For years builders have known that it 
does not make economic sense to “enclose” 
big steel-skeleton buildings with walls of 
brick or stone. The only function of such 
walls is to keep out the weather. They do 
not support the building, but on the con- 
trary are themselves supported by the 
building frame. What is needed are thin, 
lightweight wall panels that could be 
quickly, easily, and cheaply fitted around 
the modern building’s steel frame. 

Under a research grant made by the De- 
partment of Commerce, such panels have 
been developed and are now ready to be 
tested. They have a 3 or 4-inch thick 
“core” of foamglas or some other solid, 
lightweight insulator, and are faced with 
thin sheets of stainless steel or aluminum. 
The interior sheets can be enameled, do 
not have to be finished further. 

The panels would bolt onto the build- 
ing frame, and could be attached, dry, 
from the inside. That means no scaffold- 
ing would have to be put up, and that work 
could go on in freezing weather. When 
the panels are shoved together they auto- 
matically lock and seal. 

Their predicted advantages are impres- 
sive. Such a panel wall would weigh only 
one-twentieth as much as a conventional 
brick wall. This would make possible the 
use of lighter steel framework. 

Panel construction, by cutting the thick- 
ness of a building wall from the usual 12 
inches to 3 or 4, would increase the rental 
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area of the building by 
1 percent. Such a wall 
would provide three times 
better insulation than the 
conventional masonry wall. The cost of 
a panel wall is estimated at $1.75 a square 
foot as compared to $2.50 to $3 for a 
masonry wall. 


NEW BRITISH SURFACING MATERIAL 


The British have a new plaster-like 
surfacing material which the staid Jour- 
nal of the Royal Institute of British Archi- 
tects says may make as big a change in 
building methods as did the development 
of reinforced concrete a century ago. The 
American Institute of Architects was so 
impressed it reprinted the British article. 

The material, called Pyrok, sticks to 
anything—wood, metal, concrete. 

Pyrok is made of vermiculite, a form 
of mica that expands 15 to 30 times when 
heated, Portland cement, a lime plasticizer 
and water. The right proportion of each 
is critical, the British report says. 

It can be blown on a surface in any de- 
sired thickness without falling off or run- 
ning as most materials do. Fire scarcely 
fazes it. A blowtorch was turned on a 
steel joist filled between the flanges with 
21% inches of Pyrok. At the end of the 
test, the Pyrok was undamaged, and just 
a perceptible warmth could be felt in the 
flange on the opposite side. 

A brick wall covered with Pyrok was 
exposed to a winter of weathering. It was 
not affected. It didn’t crack when it was 
hit with a sledge hammer. Pyrok was 
sawed without crumbling. It held nails 
and screws. 

The Journal conceded that 
catalog of virtues sounds too good to be 
true. But, it added, “study and searching 
for snags by scientists, architects and 
building experts have so far failed to 
diminish its apparent perfection.” 

Some vermiculite plasters have been 
tested in the U.S. They have weathered 
badly. But the new British material has 
not yet been tried out here. 


such a 
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Will it come true—even partly true— 


or will it be a nightmare? 


THE GI HOUSING DREAM 





O get a roof over- 

head, 1 million vet- 
erans have hocked their 
future for more than 5 
billion dollars in GI 
home loans. In the next 
10 years some 7 million 
more ex-GI’s are ex- 
pected to follow suit to 
the tune of 45 billion dollars more. 
tremendous credit load, if overturned or 
rudely shaken, could spell disaster for the 
U. S. economy. 

Critics of the government’s GI lending 
program glumly prophesy: “Today’s GI 
dreamhouse is tomorrow’s debt-ridden dog- 
house. When the inevitable depression 
strikes, the veteran won’t be able to meet 
his monthly payments. He’ll have to move 
out or stay in and dare eviction. Either 
way the Veterans Administration will be- 
come a super-HOLC—the greatest land- 
lord of them all—and Uncle Sam will have 
to foot the bill.” 

Boosters of the program dissent. Be- 
sause of the expected demand for housing 
for years to come, they foresee little or no 
drop in the value of GI homes. They 
point out that more than half of the aver- 
age monthly amortization payments repre- 
sents the GI’s equity in his new home, that 
each year progressively increases his de- 
termination to fulfill the mortgage. 

Critics say that at today’s high prices 
the GI home buyer has been more or less 
rooked, and that the loan program is there- 
fore a gyp. Many boosters of the program 
admit the rooking, but say the program is 
no more than a gamble. Either the veteran 
continues to double up with relatives, or 
he chances saddling the future with a 
price-watered house. Neither faction 


This 
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denies the explosive as- 
pects of the situation. 

As to who’s to blame, 
Washington accuses 
“oreedy” builders and 
“negligent” private lend- 
ers. Builders and lenders 
retort that it’s the red 
tape and meddling re- 
strictions of federal agencies. Labor ac- 
cuses “profiteering materials makers,” and 
in turn is blamed because of high labor 
costs and sloppy workmanship. 

All the charges have some degree of 
truth. The veteran, desperate for decent 
shelter—at $50 or less a month—is a pawn 
on the chessboard of supply and demand. 
All the elements that go into the building 
of a house are making the most of a seller’s 
market at his expense. 

Back in the summer of ’44, Congress, as 
an incentive to the boys in uniform, ap- 
proved a series of readjustment benefits for 
when they returned. These benefits were 
proclaimed as “the GI Bill of Rights.” 
That title in itself was a bit of flimflam, 
because millions of veterans got the idea 
that these “rights” were due them free, no 
strings attached. 

Disillusionment set in when discharged 
GI’s rushed to banks for the money with 
which to build homes. Banks tried to 
explain that the GI loan wasn’t a cash 
handout at all, but only the government’s 
way of saying it would guarantee the ex- 
GIs credit for a limited amount provided 
the bank considered him a good risk for 
an equal amount. 

Even veterans who understood this felt 
they were being double-talked out of their 
war-earned “rights” because of red tape. 
At first relatively few GI’s were able to 
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hurdle the cumbersome loan procedure. 
And many of those able to get loans were 
hooked by builders demanding under-the- 
table bonuses. 

The original GI Bill of Rights set the 
government’s credit risk at 50 percent of 
the loan up to a total risk of $2000—on a 
home sold at “reasonable normal value.”’ 
Four months after V-J Day, Congress 
yielded to pressure from veterans and 
builders and raised its guarantee to $4000, 
also permitting ex-GI’s to buy housing for 
“reasonable value’”—on the ground that 
“normal”—pre-war—housing was no 
longer available. 

This liberalizing in effect lifted the lid 
on housing prices despite price controls. 
There were too many ways to get around 
price ceilings and around the minimum 
building standards supposedly enforced by 
government agents. VA’s panel of inde- 
pendent appraisers too often played ball 
with builders. 

When controls went off, the price of 
housing zoomed again. As a result, the 
government’s $4000 guarantee was added 
to the normal pre-war house price. House- 
hungry veterans frantically bid each other 


up. Some veterans’ leaders believe Con- 
gress made its basic error in not limiting 
purchases of at least new houses to vet- 
erans who could prove need, not just credit- 
worthiness. They believe that by enor- 
mously increasing housing demand with- 
out increasing the supply, Uncle Sam gave 
the veterans a hollow benefit. 

Today the average cost to the veteran 
is more than $9900 for a house in Wash- 
ington, D. C., more than $8000 in New 
York, Los Angeles and San Francisco, 
almost $7000 in Chicago and St. Louis. 
Across the nation the average, urban and 
rural, is $6747. 

And the ex-GI is not getting his money’s 
worth in terms of physical property. 
Builders have skimped on materials, labor 
on workmanship. Government pressure to 
speed building despite materials shortages 
gave rise to a large number of new houses 
built with green lumber, other inferior 
materials and substitutes. The VA found 
builders ignoring plans and specifications 
on which the sale price was appraised. 
They were getting away with it, said the 
VA, because lending agencies were negli- 
gent in inspecting the premises during 








FROM THE FILES 


This zs what home is like 


ARPED TIMBER, cracked plaster, leaky 

roofs, poor grading and draining, missing 
closet doors, inferior fixtures and plumbing, 
insulation left out between floors, mismated 
doors. .. . Veterans Administration files bulge 
with such complaints about the housing ez- 
GI’s have managed to get with the “help” of 
their GI loans. Some case histories: 


> Nine veterans at Fair Lawn, N. J., found 
their new homes had septic tanks instead of 
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the regular plumbing expected. To VA in- 
quiry the developer replied: “It might be 
possible that the salesman may have misinter- 
preted where the buyer chose his house as a 
good deal of purchasing was done from the 
model house.” 

& From Indiana, 13 Clarksville veterans de- 
tailed the “major faults” of their homes as 
follows: “During rains . . . water in some un- 
known manner finds its way through the walls 
. . . and runs across the floor in streams... . 
Gables at end and front of house contain huge 
eracks which permit entry of the elements.” 
The VA found the complaints “justified” and 
arranged for the builder to make repairs. 

> A croup of veterans at a Baton Rouge, La., 
development wired VA: “These housing units 
which sold for an average price of $7200 are 
little better than some of the swamp shacks 
in this area. Constructed from shoddy mate- 
rial, these overpriced houses have about half 
of the foundation necessary to support the 
floors, resulting in houses settling and coming 
apart at the seams generally.” 
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home construction. Complaints are still 
pouring in to the VA. 

In buying a house at today’s high prices, 
the veteran signs a pledge to make his 
inflation-based payments over the next 25 
years, come what may. Government and 
veteran leaders have qpenly worried about 
the future. The American Legion wants 
Congress to set up a Veterans Home Loan 
Corporation to prepare for “any unforeseen 
financial calamity.” 

Even the banks and other private lend- 
ers have grown disturbed about what the 
veteran is (not) getting for his money. 
More lenders are demanding down pay- 
ments before granting a GI loan—a viola- 
tion of the spirit of the loan program and 
a clear-cut indication that the bankers feel 
the houses are overpriced. 

In some areas, particularly in rural and 
small communities, GI loans have bogged 
down for lack of lender activity. This is 
due partly to the overpriced housing, part- 
ly to the strange action of Congress last 
year in forbidding RFC to buy GI loan 
mortgages while permitting an RFC affili- 
ate to continue buying FHA mortgages. 
Freezing of the main secondary market for 


GI loans paralyzed the GI loan activity of 
small banks with limited funds. 

Veterans’ organizations are demanding 
action from Congress to increase the flow 
of GI loans, directly from the government 
if necessary. At the same time the veter- 
ans’ lobby is pressuring for “safeguards” 
against the potential debacle being built 
up by these loans. The veterans are 
bitter. First, over their difficulty in get- 
ting the GI loans. Then, in finding that 
they are not getting their money’s worth 
in housing even when they get-loans. 

A high Washington housing official sums 
up the GI loan program this way: “Sure, 
it’s a gyp. Both veteran and Uncle Sam 
will have to stand financial loss someday. 
But it’s also a gamble, a chance for the 
veteran to keep his family together, to 
provide space for his children. IF the 
veteran has to buy housing now, the gyp 
is worth the gamble.” 

But IF they can avoid it, ex-GI’s are 
urged not to take the gamble. VA, FHA, 
and veterans’ leaders alike say: “Wait! 
You have ten years to make use of the GI 
loan. Sweat it out for better-priced, 
better-built homes later on.” 





> At Fayetteville, N. C., the VA checked 27 
houses with defective siding, estimated the 
repair cost at $12,500. Official reports asserted 
that lender, appraiser and builder “were the 
parties to the misleading presentation of facts”’; 
that “it seems clear” that the veterans were 
used as a medium to bail the builder out of 
the loan association which made the GI loans; 
and that the buyers were required to pay more 
than the agreed purchase price. 

>In Falls Church, Va., three ex-GI’s were 
forced to pay $750 to $850 over the contract 
sales price approved by VA for “so-called extra 
construction,” non-existent. The VA _ and 
Washington, D. C., real estate board joined 
to force repayment of the money. 

&> Some 40 Oklahoma veterans bought flat- 
top Spanish-style concrete homes. Upon com- 
plaint, VA investigated and found the houses 
leaking badly, with no insulation provided for 
roofs or walls, furniture and mattresses mil- 
dewed, icicles hanging from the ceiling in win- 
ter. “A number of veterans reported colds, 
pneumonia, rheumatism.” 
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> In Mineola, N. Y., 5 ex-GI’s sued for “fraud- 
ulent disregard of plans and specifications.” 
VA inspectors reported that the home buyers 
had to spend from $50 to $200 to put their 
houses in proper condition. 

> From Alameda County, Cal., eight veterans 
wrote VA of their project homes: “Poorly 
finished floors, uneven sanding, leaving deep 
grooves and waves; large cracks in plaster and 
stucco walls . .. property lines not properly 
defined; stains in plaster caused by leaks; 
bathtubs pulling away from walls . . . numer- 
ous departures from blueprints.” 

> Congressman Porter Hardy Jr. personally 
investigated complaints by 135 veterans living 
at a Norfolk, Va. development. He reported 
to the VA that in many cases roofs were bad, 
sills and siding rotten, floors sagging, and the 
general appearance “one of dilapidation.” 
Hardy said that the buyers had been verbally 
promised that the buildings would be recon- 
ditioned, but had all signed contracts which 
relieved the builder of legal responsibility. 
The VA declared itself powerless to help. 
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MUDDLED MINDS, 
MUDDLED WORK 





OST businessmen know what it 

means in losses when a mentally up- 

set employe begins to do stupid things, or 

just quits trying. So far, they have not 

been able to do much about it. Thus they 

have a money stake in the government’s 
new campaign to combat mental illness. 

Their stake is particularly large because 
mental illness in some degree and at some 
time strikes about one person in ten (and 
that includes employers). It costs the 
country about a billion dollars a year— 
250 million for state mental hospitals, 100 
million for Veterans Administration hos- 
pitals, and the rest, roughly, in reduced 
earning power. And the money spent on 
mental health has never been anywhere 
near enough by any competent estimate. 

Until now there has been only one gen- 
eral formula for dealing with mental 
ills, and it 1s a senseless formula: wait 
until somebody has cracked up, then shove 
him into an institution. States have fol- 
lowed this formula from the first. In the 
main, so have businesses. 

Some public and private mental health 
clinics have struggled against such waste 
of human material. A few big companies, 
such as E. I. Du Pont de Nemours & Co. 
and American Cyanamid Co., have psy- 
chiatric staffs for their thousands of work- 
ers, and believe such staffs are worthwhile. 
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But these measures have been a drop in 
the bucket. So the government is now at- 
tacking the problem in the same way it 
attacks tuberculosis and cancer—as a pub- 
lic health and economic problem. 

Under the National Mental Health Act, 
passed in July 1946, the U. S. Public 
Health Service was authorized to spend 
414 million dollars the first year to im- 
prove the mental health of the people. In 
July 1947, when funds were appropriated, 
the program began. 

The program has three major ap- 
proaches, each closely related to the 
others. 

& More mental health clinics and other 
preventive services will be established. 

About 3 million dollars will be allotted 
to the states—which will have to match 
the money in part—for new clinics, for 
training mental health workers and for 
administration. 

Each state accepting federal funds is re- 
quired to submit an overall mental health 
plan and to designate an officer or agency 
to administer it. 

Most of the money will go for clinics. 
The country has only one-fifth the num- 
ber needed and 13 states have none. The 
new clinics will be places where anybody 
who is mentally upset may go for help. 
They will be open to quarreling married 
couples, to mothers baffled by problem 


children. Employers will be able to send 
in workers with mental or emotional 
trouble. 


The clinics will also ease the load on 
mental hospitals; many hospital patients 
could be released now if they had regular 
follow-up advice and treatment. 

Thirty-one states which are short on 
psychiatrists will use some of the federal 
funds to send postgraduate medical stu- 
dents to school to study psychiatry. 
There will be an understanding that each 
student will return to his own state to 
practice. Some states also will sponsor 
refresher courses and seminars for practic- 
ing physicians. 

& Training in psychiatry will be extended. 
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Some of the heaviest emphasis has to 
fall here. The country has only 4000 
psychiatrists (doctors with three to five 
years special training in the field). Four 
times aS many are needed to man the 
clinics and handle the research proposed 
in the Mental Health Act. 

But even quadrupling the number of 
psychiatrists will not meet the need unless 
the general practitioner helps. And many 
of them know little about mental and emo- 
tional strains because the undergraduate 
medical student’s training in psychiatry 
often has consisted of a few lectures and 
“ward walks” in mental hospitals. 

At least half the patients of the coun- 
try’s doctors have ailments or pains that 
stem from the emotions—worries, frustra- 
tions, fears, rages. It is just as important 
for the doctor to recognize an emotional 
upset behind a stomach upset as it is to 
recognize appendicitis. 





WHEN A GOOD MAN 
CAN’T DO GOOD WORK— 


He may be one of 8 million Ameri- 
cans who are mentally il in some degree 
but are living apparently normal lives. 

He may soon join 600,000 other men- 
tally ul people who fill more than half 
our hospital beds. 

He may shoot himself. 

Or he may straighten out and become 
the pride of the business... . 

Provided somebody discovers he’s in | 
trouble and gets expert help for him. 

Help is not always available now, 
but help is on the way. 














So $1,100,000 has been granted this year 
to 51 universities and hospitals not only 
to train more psychiatrists, clinical psy- 
chologists, psychiatric social workers and 
psychiatric nurses, but to teach general 
medical students more about mental and 
emotional troubles. 

& Mental health research will be ex- 
panded. 

Only one dollar is spent now on mental 
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health research for every hundred spent 
on hospitalizing the mentally ill. There 
are still great gaps in scientific knowledge 
of mental disorders. To help fill these 
gaps, research grants have been made 
under the: federal program to support 32 
research projects, and 21 research fellow- 
ships awarded to advanced students to 
study causes, treatment and prevention 
of mental illness. The cost will be about 
$400,000. 

Besides all this, Congress has appro- 
priated $850,000 to buy a site and prepare 
plans for a national mental health insti- 
tute to be a part of the National Institute 
of Health being built near Washington, 
D.C. Top doctors and students will study 
mental ailments here, and what they learn 
should aid the entire program. 

It is a public health program, designed 
for everybody, but business will benefit 
specifically and directly. If it works as 
planned, the number of unstable workers 
everywhere should be reduced. Indus- 
tries installing their own mental health 
services will profit by being able to work 
with community clinics and by having 
more psychiatrists and more psychiatric 
knowledge available. 

The existence of more clinics and psy- 
chiatrists also will make it possible for 
smaller businesses to get help on mental 
health problems. Dr. L. E. Himmler of 
the University of Michigan School of Pub- 
lic Health has estimated that only com- 
panies with 5000 or more employes can 
afford a full-time psychiatrist. 

Firms that use psychiatrists now are 
sure that the practice pays. They can and 
do cite scores of individual cases in which 
upset workers have been saved and effi- 
ciency increased. 

In any case, psychiatry is an industrial 
tool that promises to be used increasingly. 
And the bold new public attack on mental 
ills ties in at every point—clinics, train- 
ing and research—with the mental health 
problems of business and industry. If it 
helps the country, it’s bound to help the 
worker and his boss. 
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HE easy pickings of the post-war business 

boom are about at an end. First stages of 
the boom are past, washing out some bad spots, 
but increasing the need for caution. 

Now comes a period when businessmen in many 
lines will have to hump to get the business they 
have been accustomed to. Orders will be tighter, 
money harder to get. Narrower margins between 
prices and costs. 

Not a general recession now. Steel will still 
be in heavy demand. Railroads and utilities still 
need new equipment. Autos and farm machinery 
will sell everything they can make. 

But, some lines will have readjustments, and 
these will be painful. 

Net, these cautions: 


& Don’t freeze present high costs into your 
future operations. Don’t sign long-term con- 
tracts at inflated prices. 

& Watch your inventories closely. They may 
not be overpriced today, but when a slide starts 
it comes fast. 

& Work harder for business and watch your own 
market with a sharper eye. 


* * * 


Wages and prices. The third round of wage 
increases will not be headed off by recent breaks 
in commodity prices. The drops were too little 
and too late to have much effect on wage nego- 
tiations, and the injection of wage boosts will 
add to the inflationary forces. 

Good or bad? The market “shake-outs” 
were healthy for the economy as a whole. The 
prices that fell most were out of line. But sharp 
market reactions can always be a sign of worse 
things to come, particularly if those who make 
the business decisions read them that way and 
jam on their brakes. A general slow-down could 
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be brought on, even though an outright recession 
is not indicated by current signs. 

Short range. The immediate economy has too 
many hard parts to allow the bottom to drop out. 
Many manufactured goods have yet to hit their 
peak prices. Besides, prices cannot go as low as 
they once could, nor go as fast. Farm prices are 
supported by the government, and the growth of 
unions puts a substantial floor under wages that 
didn’t exist in the slumps of 1920 and 1929. 

Long range. The outlook for the second six 
months of the year is not at all firm. Price 
competition is returning as buyers get the upper 
hand in many markets. It takes a long time to 
bring retail prices down, but now is the time to 
gear business plans to a decline, however gradual] 
it may be. 


* * * 


Social security. Coverage of nearly every- 
body under an enlarged social security program 
will be recommended to Congress by an advisory 
committee headed by Edward R. Stettinius. 
The committee’s proposals will have more than 
ordinary weight because the group includes a 
number of prominent businessmen and educators, 
and they will present a strong national case for 
the program. Congress, in a pre-election mood 
to help everyone possible, will not pooh-pooh the 
idea without first giving it serious consideration. 

The committee will recommend that Congress: 


& Extend old age and survivors’ insurance to 
cover household, farm and government workers, 
and the self-employed. 

® Add insurance for permanently disabled peo- 
ple. 

& Make it possible for people to get benefits 
sooner. 

& Raise the actual amount of benefits, with cor- 
responding increases in contributions. 


Interlocking directorates. Nearly 50 men 
have resigned from one or more corporate boards 
of directors as a result of a government campaign 
for compliance with the anti-trust laws. The 
Justice Department is writing directors of the 
top corporations to remind them that under cer- 
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tain conditions it is unlawful to sit on the boards 
of competing companies. The men have resigned 
quickly and quietly, making prosecutions un- 
necessary. The drive is still going on. 

Export controls. Beginning March 1, ex- 
porters will have to show the Department of 
Commerce that their prices are reasonable before 
they can get licenses to sell anything to Europe. 

Small exporters, who sometimes buy small lots 
of high-priced goods, say this system favors 
manufacturers and big exporters, and is a return 
to wartime “state trading.” The government will 
press the program, anyway, in preparation for 
the Marshall plan. 

Voluntary allocations. The voluntary system 
for allocating steel and other scarce materials to 
essential users probably won’t work satisfactorily. 
John C. Virden, Cleveland manufacturer, in 
charge of the program, will do his best, but it’s 
an almost impossible job. 

Some allocations of material will be made. 
Freight car production has already been assigned 
enough steel for 10,000 cars a month (a big cut 
from the 14,000 originally set for next July). 
But no one knows which “non-essential” users 
will give up steel in order to fill the more im- 
portant needs. 

Items. A cabinet post for transportation is 
gaining support, but nothing concrete will come 
of it this year. . A National Science Founda- 
tion, to boost research by government subsidy, 
has a good chance of being created by Congress 
this term. ... Federal subsidy of colleges, as 
proposed by the President’s Commission on 
Higher Education, will be a long time in coming. 
.. . Margarine people favor the Corbett Bill to 
remove tax discrimination against colored mar- 
garine, and they will get a vote on it at this 


session. 
* * * 


Harnessing the atom. Some of the by- 
product effects of atomic research will be pop- 
ping soon in the form of improved bearings, new 
alloys, better lubrication, more efficient fertilizer 
and many other developments. 

A commercial power plant run by atomic 
energy is still 8 to 10 years away, officials say, 


but they are being conservative in their estimates. 

Synthetic fuel. Pilot plants are turning out 
usable synthetic oil at a cost within reach of 
present competitive prices. The government’s 
aim is 2 million barrels of synthetic a day 
within five years or so. This would add 40 
percent to current oil production. 

The next step will be to build big plants for 
three processes: oil from shale, oil from coal 
and oil from natural gas. The government will 
lend as much money for this construction as is 
necessary, but it wants private industry to put 
up a lot of capital—and to do all of the operating. 

If the government’s goal is reached it will 
mean much added business activity. For ex- 
ample, if half of the expected synthetic produc- 
tion comes from coal, it will require an increase 
of one-third in coal mining. 


* * * 


Miscellaneous. Production of manufactured 
houses will not hit high gear until late this year. 
.. . Cities troubled by lack of downtown park- 
ing space are advised by parking experts to put 
parking lots on the outskirts and encourage office 
workers to use public transportation, keeping 
downtown areas free for shoppers. . . . Gray 
markets in steel are getting worse for small 
operators and the system is now being run 
almost as efficiently as bootlegging during pro- 
hibition. . High auto prices plus shortages 
of steel and gloomy long range outlook for gaso- 
line are giving manufacturers of small cars a 
boost. . . . Housewives are not expected to go 
along with the new campaign to save food, be- 
cause they are already complaining that they 
‘can’t feed their families as they should. 
Southerners will not bolt the Democratic party 
over the civil rights issue, and the civil rights 
bills will not pass. .. . Thomas McCabe, Phila- 
delphia industrialist and new chairman of the 
Federal Reserve Board, will use the Bankers Ad- 
visory Council more than his predecessor, Mar- 
riner Eccles, did. . . . Dollar-a-year men from 
industry are wanted by the government to help 
with the voluntary allocations program and in- 
dustrial mobilization. 
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THE COMMUNISTS ON A THIRD PARTY 


Here is the American Communist view as developed 
since mid-1946 on the issue of a third party in 1948 





HE conditions are ripe for, and the situa- 
tion demands that, broad political support 
for a new people’s party be organized... . 
Wallace and Ickes . . . are taking sharp issue 


with the concept of, and 
EUGENE DENNIS 


trend toward, a third 
General Secretary party. They recommend 
Communist Party 


increased independent, 
of the U.S.A. 


progressive political ac- 

tion... but solely 
within the framework of the two-party system. 
. . . The advocates of an anti-monopoly party 
of the people can neither ignore nor dismiss 
the viewpoints of such honest, though con- 
fused, progressives. . . . In no case should the 
struggle for a third, a people’s party, be de- 
veloped ...so as to launch a major and 
frontal assault against ... the Wallaces or 
the Ickes.” —July 1946 


HE time is now more than ripe for the 
workers, together with the farmers, Ne- 
groes, veterans, intellectuals, youth, small busi- 
nessmen and other democratic forces to cut 


loose from the paralyz- 
WILLIAM Z. FOSTER 


ing influence of the two 
National Chairman 


old parties of Wall 
Communist Party Street and to launch a 
of the U.S.A. 


great new anti-fascist 
party.”—August 1947 
“The increased political activities of the 
A. F. of L. and C. I. O., as well as the strong 
grass roots movement behind Henry Wallace, 
indicate that the workers and their allies are 
moving toward the formation of such a great 
new third party. The coming Presidential 
election, the most critical in our national his- 
tory, must give birth to this people’s party.” 
—November 1947 





HE third party issue has suddenly emerged 
as the most electric question of American 
life, suddenly and with terrific voltage the way 
things happen in our country. . . . It has been 


said that a third party 
DAILY WORKER 


eannot succeed without 
Communist news- 


the support of the 
paper published in leaders of labor. 
New York 


The fact is that many 

leaders of labor are way 

behind their own members—the ones who have 
been packing Wallace’s meetings. . . . 

“The fight for a third party is a tough one, 

a fight for keeps, for very big stakes. That’s 

what the opponents of Wallace realize, and 

that’s why they react to the possibility of his 

running as though a couple of thousand volts 


had passed through them.” 
—December 22, 1947 


“Henry Wallace has taken his stand... . 
Every honest American must know that the 
Truman Democratic Party and the Taft- 
Dewey GOP are at bottom a single party... . 
Wallace’s declaration should be studied for 
what it is—a historic challenge to a vast and 
sinister conspiracy against the true interests 
of the United States.”—-December 30, 1947 


“Wallace’s candidacy has had the effect of 
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a lion marching into a cage full of monkeys. 
Such screeching, clatter, whistling and hooting 
on all sides! ... Wallace is challenging the 
New Munich of the Truman-Marshall Doc- 
trine. That is why millions will answer his 
clarion call.” —December 31, 1947 


“Tt is quite true, gentlemen, that the Amen- 
can Communist Party favors a third party, 
and favored it before Wallace decided to run 
.. . hundreds of thousands of Americans at 
a multitude of meetings urged him to do so. 
Among these were American Communists. All 
it proves is that American Communists felt 
the need for a third party, and fought for it, 
and will continue to do their utmost for it. 
It does not prove anything about Wallace, 
whom no one has to certify as not being a 
Communist. 

“.. One thing about the Wallace move- 
ment which distinguishes it from previous pro- 
gressive coalitions lies precisely in this: that 
he refuses to treat Communists like second- 
class Americans. ... Millions of Americans 
agree that such a movement as Wallace is 
leading meets their needs; the fact that we 
thought so earlier neither disqualifies us, nor 
makes Wallace a front for us—the very idea 


is an insult to both.” 
—January 2, 1948 
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The American 

Management Association 
keeps business leadership 
abreast of the times through 
the continuing exchange of 
information and ideas. 








Clinic for MANAGEMENT 





ROUND the headquarters of the Amer- 
ican Management Association in New 
York the top officers are worried: business 
is almost too good. Membership has quad- 
rupled in the past 10 years. The demand 
for AMA services has become so heavy 
that the organization is searching for office 
space to house its expanded staff. 

Since AMA is essentially a clinic for 
good management, the growth of the or- 
ganization is significant and reassuring. 
It means that more and more American 
businessmen are placing their faith in the 
sclence of management. 

AMA is a fact-finding, fact-dispensing 


agency. It neither lobbies in behalf of 
industry nor apologizes for industry’s 
whims. It performs as an informational 


clearing house for the nation’s first-rank 
companies and best executive talent. The 
constant goal: to keep management from 
becoming obsolete. 

AMA activities are based on the theory 
that the businessman, by and large, thinks 
fallaciously on two broad counts: 

& He thinks that if a particular problem 
has not happened to him, it hasn’t hap- 
pened at all. 

& He thinks that once it does happen to 
him, the best place to look for answers is 
within his own industry. 

This mental attitude, says AMA, 1s 
shortsighted and ingrown—a form of in- 
dustrial egotism which leads even the big- 
gest corporations to disaster. The best 
way to combat it is to help executives pro- 
ject their thinking so they may foresee 
catastrophe and build to avoid it. The 
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best tool for such building is the quick and 
effective exchange of cross-industry infor- 
mation. 

Last year the association avalanched its 
members with 3000 printed pages of facts, 
figures and philosophy. It is understand- 
able, then, when an AMA official explains: 

“We're interested only in the guy who 
is willing to take home a brief case with 
him after work.” 

In the belief that, above all else, its 
members must be well-informed, the AMA: 
& Maintains the most complete library of 
management literature in the country— 
5400 current books, 10,000 pamphlets, the 
current issues of 800 periodicals and the 
back files of 250 more. 

& Provides a clipping service on the most 
informative articles in all business publi- 
cations, and a highly trained research staff 
to answer specific inquiries. 

& Produces some of the finest publications 
in the management field. Among them are: 

The Management Review—a monthly 
synthesis of the best that has been written 
and said on management affairs. 

Personnel—a bi-monthly of articles 
on employe selection, training, compensa- 
tion, promotion, pensioning. All work is 
original, prepared specially by outstanding 
personnel authorities. 

Management News—a 4-page monthly 
letter on business trends and forecasts. 

On another level, the AMA carries out 
many special research projects which are 
of lasting value. Plowing through the 
lava-flow of mail which moves across their 
desks, AMA executives keep close tabs on 
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management illness. When they feel 
that a particular problem is bothering 
enough people, they order the research 
staff to prepare a report on it. 

Likewise, several association members, 
finding they have a common problem, may 
initiate the research job, using AMA facilli- 
ties and personnel to carry it through. 
Some recent reports of this type: ‘The 
Unionization of Foremen,” “The 
Annual Wage,” “Market Research,” 
“Annual Reports.” 

But in the business world at large 
AMA perhaps is best known for the 
11 national conferences it sponsors 
every year from October to June. 
They are regarded, almost without excep- 
tion, as the best-run, most constructive 
general business meetings in the U. S. 

In setting up the conferences, AMA first 
questions a substantial cross-section of 
the membership ‘to pin down what’s 
bothering the boys most.” For speakers, 
AMA consistently goes after the experts, 
not the big names or the photogenic ora- 
tors: “We don’t care if they are cross- 
eyed and bowlegged, as long as they have 
the goods.” Practicality is an AMA char- 
acteristic which led President Roosevelt to 
dub the organization a “shirtsleeve outfit.” 

For a long time anyone who had the 
entrance fee could attend the 2 or 3-day 
sessions. But when 2500 businessmen 
stormed a Chicago hotel last fall for a 
personnel conference, the AMA almost had 
to eall out the riot squad. Since then, 
attendance has been limited to members 
only. 

In an average season AMA sponsors 
some 250 speakers. Their talks, together 
with subsequent floor discussion, are pub- 
lished in pamphlet form for distribution to 
association members. Altogether, about 
2000 such pamphlets have been issued. 
They form an ever-growing library of the 
most authoritative management literature. 

Primarily responsible for the develop- 
ment of AMA is its 65-year-old president, 
Alvin Earl Dodd. A tall, bespectacled man 
with large hands and feet, Dodd seems 


28 





almost to fill his skyscraper office on Man- 
hattan’s west side. His talk is as clear 
as the sweeping view he has of the Hudson 
River. 

Before coming to AMA as executive vice 
president in 1934, Dodd had a solid record 
of achievement in the business world: 
seven years as manager of the distribution 
department of the U. 8. Chamber of Com- 
merce, three years as director of the 
Wholesale Dry Goods Institute, two 
years as assistant to the president 
of Sears, Roebuck, three years as 
vice president of the Kroger Grocery 
and Baking Co. 

In fact, Dodd’s career had pro- 
gressed more smoothly than AMA’s. The 
organization originated as a_ training 
agency for personnel managers back in 
1913. It expanded, assumed other tasks 
and finally adopted its present title and 
operating structure in 1923. But when 
Dodd first cast his giant shadow across 
the AMA scene, five years of depression 


_had cut membership to a mere 1600 and 


the budget to a measly $38,000-a-vear. 

Since the war, however, the AMA has 
been functioning with a new robustness. 
To service its large membership the asso- 
ciation staffs 65 employes and _ spends 
about $430,000 a year. All of this has not 
been Dodd’s work. But to him must go 
the credit for having the organization 
ready to do a job the moment industry 
awakened to the need for it. 

Recognition of Dodd’s work came last 
winter when the AMA boss (he took over 
the top job in 1936) was awarded the 
Gantt Memorial Medal. He got what is 
probably the most sought-after honor in 
the management field “for distinguished 
achievement in industrial management as 
a service to the community.” 

Dodd’s thinking is the basis for virtually 
all AMA activity. He says: “Industrial 
leadership is in a continuous state of ad- 
justment as it tries to accommodate itself 
to changing business cycles. . . . The ob- 
jective is to develop flexibility in top 
management.” 
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Applying these thoughts directly to the 
AMA membership, another official says: 
“We don’t want smart-alecs and manage- 
ment tyrants. Unless a man is going to 
read the stuff we send him, ponder over it, 
ask us questions and participate in our 
activities . . . then we don’t want him. 
We can’t do any good for him and he can’t 
possibly help us.” 

AMA is headed by a small staff of paid 
officers with Dodd at the top. Seven vice 
presidents, who serve without pay and who 
are selected for their expert knowledge in 
particular fields, work part-time as chiefs 
of AMA dlivisions—office management, 
personnel, production, marketing, finance 
and accounts, insurance and packaging. 
These men, in turn, are assisted by volun- 
tary councils made up of from 10 to 20 
industry representatives who determine the 
line the divisional work will take during 
a given year. 

AMA’s board of directors consists of 30 
industry stalwarts, presently chairmanned 


by John M. Hancock, a Lehman Brothers 
partner. Since board members serve only 
three years, there is hardly an industrial 
bigwig who hasn’t put in a term. 

Membership is available for $30 a year 
to individuals and for $100 a year to com- 
panies. Under the latter plan, each com- 
pany receives five memberships to dis- 
tribute among its executive staff. Of the 
11,500 members, heaviest enrollment is 
from the food products industries, insur- 
ance companies, trade associations and 
public utilities corporations. Membership 
renewal rate is extremely high, about 92 
percent last year. 

While AMA’s growth has been gratify- 
ing, it also has been a little disturbing to 
Dodd and his associates. They don’t want 
the organization to become unwieldy. But 
they do want to keep broadening their 
fight against the biggest danger facing the 
business executive. That danger, says 
Dodd, is the executive’s own “managerial 
obsolescence.” 


Does Your Town Need a Hospital? 


F your community needs better hospital 
i service, now is the time to get it with 
federal aid. The government is taking its 
first real step toward providing modern hos- 
pital and health care for all Americans. 

In the next five years, states, communities 
and non-profit organizations will build more 
hospitals and health centers than in any other 
period of the country’s history. They will be 
placed where they are needed most—not, as 
in the past, where some donor chose to put 
them. And they will function together in area 
networks, exchanging skills and services. 

The basis of this revolutionary hospital pro- 
gram is the Hospital Survey and Construction 
Act of 1946. This Act provided 3 million dol- 
lars to help states survey their needs and plan 
coordinated hospital systems, and 75 million 
dollars a year for five years to help build the 
hospitals. 

Under the Act, the hospital system will be 
set up this way: 
> At the center of each area will be a big base 
hospital, from which will radiate district and 
community hospitals and health centers. In 
most cases the base hospital will have medical 
and nursing schools, laboratories and research 
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facilities, and it will supply medical specialists. 
> District and community hospitals will handle 
routine surgical, medical and obstetrical cases. 
Community clinics will contain headquarters 
for local health work, and probably offices for 
the local doctor and dentist. 

& Health service will be provided for many 
communities which now lack it entirely. 
(About 4 counties in 10 have no registered 
hospital or health department.) These will 
get, first call on federal aid funds. 

> The government will foot a third of the bill. 
Any non-profit organization, public or private, 
may apply for aid. 

> The highest standards of hospital construc- 
tion will be enforced. The U.S. Public Health 
Service must approve all plans. 

The first grant under the Hospital Act was 
made last November to the Chattahoochee 
Valley Hospital Society of Alabama. The gov- 
ernment contributed $552,633 toward building 
a general hospital and health center to cost 
$1,663 287. 

It takes at least a year to build a hospital. 
But, before long, new ones will dot the country, 
and they should give Americans better health 
eare than they ever had before. 
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do not have to make the pilgrim- 
age to Washington. They stay 
in the local collector’s office. If, 
in running through them, the col- 
lector’s employes see anything 


WHAT H APPENS TO YOUR that looks amiss, the return is 


INCOME TAX RETURN 


set aside for an audit. But some 
spot checking also is done. The 
returns customarily are tied into 





OW that your income tax return is 

in, or about to go in, you might be 
interested to know what is going to happen 
to it. 

First, it will be listed—your name re- 
corded, your arithmetic checked, your 
check deposited. 

Then, if your income is $7000 or more, 
your return will be sent to the Bureau of 
Internal Revenue in Washington—to the 
audit division of the income tax unit. 
There tax experts will decide whether it 
should be audited. (All corporation tax 
returns and returns on individual busi- 
nesses grossing more than $25,000 a year 
also are sent to Washington.) 

How do they decide what returns are 
to be audited? If the income reported is 
$20,000 or more, the return almost cer- 
tainly will be set aside for a checking. It 
also will go on the audit list if anything 
about it looks questionable. Common 
sense is the guiding rule. For instance, if 
the taxpayer reports a big loss on the sale 
of a house at a time when nearly all 
houses are bringing premium prices, the 
income tax men would want to know why. 
Perhaps the taxpayer is entirely right, but 
when the odds are against what he reports, 
a check will be made. 

Returns thus singled out are sent to the 
39 regional internal revenue offices for a 
more careful screening by agents who 
know the local situation and perhaps some- 
thing about the taxpayer. If all appears 
to be the way the taxpayer said it was, this 
is the end of it. If there are any doubts a 
full audit is made. 

Returns on incomes of less than $7000— 
about 95 percent of all that are filed— 
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bundles of 100. Every tenth 
bundle might be audited. Or, the collector 
might choose to audit the returns of all 
lawyers, farmers, or some other group. 
There’s no set rule for spot checking. 

It may take one to three years to get to 
the auditing. This year many collectors’ 
offices (small returns) and internal revenue 
offices (large returns) will be hard at work 
on returns filed in March 1945. They'll 
push ahead with the older ones first, be- 
cause there’s a three-year limit on changes, 
if no fraud is involved. The backlog of 
work is so high that some of the returns 
filed this March may not be audited before 
1951. On the other hand, if there’s a 
reason to believe that something is wrong, 
an audit might be rushed through in a few 
months. 

When a return is selected for auditing, 
several courses may be followed. The tax- 
payer may be sent a form letter asking for 
verification of his statements. Or, the 
agent may phone him. Or, he may be 
asked to come into the government office 
to answer questions. Or, the agent may go 
to the taxpayer’s office to go through his 
records. It all depends on the circum- 
stances. 

Recently about 114 percent of the under- 
$7000 returns have been audited; about 
35 percent of those in the $7000 to $10,000 
bracket; about 43 percent of those in the 
$10,000 to $25,000 class, and 62 percent 
of those reporting income of more than 
$25,000. Thus, out of the 55 million re- 
turns which will be filed this year probably 
only 2 million to 3 million will have to 
pass through the eye of the needle. The 
rest slide by, if the earlier winnowing has 
shown that they look all right. 
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Suppose the audit shows the taxpayer 
has not paid Uncle Sam his due. If the 
mistake appears to have been an honest 
‘ one, the taxpayer may escape by paying 
what he owes, plus accrued interest, and 
possibly a 5 to 10 percent penalty for 
negligence. 

But, if the government finds fraud, the 
going becomes really tough. The collector, 
the internal revenue agent or the special 
intelligence agent who is usually called in 
on such cases may hit the erring taxpayer 
with the “civil penalty’—a 50 percent fine, 
plus interest, plus the amount due. Or, 
for the worst, most deliberate cases, both 
the civil penalty and criminal prosecution 
may be recommended. 

In the latter case, all the data are sent 
to Washington. The Bureau of Internal 
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Better Jars and Bottles 














LASS JARS and bottles will get more 
and more attention from scientists 
and will grow slimmer, stronger, better- 
shaped. The humble containers are worth 
this attention. They are the mainstay of 
the glass industry; each American used 
115 of them last year. But competition 
among containers is always 

hot, so improvement must be ‘ 
steady. Much has already ~ 
been done. 

The jar holding a pound of 
coffee has been reduced in 
weight from 24 ounces to 11%. 
Weight of the catsup bottle 
has fallen from 135% ounces to 
934 and in some cases the awk- 
ward neck is gone. The quart 
juice bottle formerly weighing 
23% ounces now weighs 16. 
This reduction saves about $70 freight on 
a carload. 

The quart milk bottle once weighing 
251% ounces has been reduced to 1734 
ounces in both round and square shapes. 
The square bottle has become standard in 
many cities and is popular. But change- 
over from round to square bottles entails 
overhauling of dairy machinery and pack- 
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Revenue decides whether or not to prose- 
cute. If the decision is to go ahead, the 
case is turned over to the Department of 
Justice. 

In a wartime airplane factory at Kansas 
City, Mo., the “processing office” of the 
Bureau of Internal Revenue plays an im- 
portant part in the whole job of keep- 
ing the American taxpayer on the straight 
and narrow. It sorts and matches a moun- 
tain of data about taxpayers. This office 
receives 200 million wage reports a year, 
records of dividends and large fees, and 
of other large payments. It also receives 
a card for each taxpayer. In a gigantic 
game of matching, it then puts two and two 
or maybe twelve and twelve together to 
make sure that taxpayers have not for- 
gotten any important income. 





ing cases. Advantages, however, include a 
47 percent increase in storage capacity, 20 
percent or more saving in delivery costs 
and a cozier fit in the household refrigera- 
tor. Glass bottles at 4 to 5 cents each and 
35 to 50 round trips before breakage can 
easily compete with paper cartons costing 

1 to 1% cents each. Keeping 

the pipelines filled requires 
od eight bottles for each quart-a- 
day customer. 

The tall standard returnable 
beer bottle holding 12 fluid 
ounces has been reduced from 
16 ounces to 12. A _ non- 
returnable bottle weighing 644 
ounces, slope-shouldered and 
of squat build, was intro- 
duced last July and _ has 
been adopted by about 200 
brewers. This bottle has a stippled sur- 
face pattern. Some users complain, mis- 
takenly, that it doesn’t hold as much as 
the big bottle. 

Bottle makers put all this down as part 
of the price of change. But change should 
bring better containers which will be more 
economical to the user and more service- 
able to the buyer. 
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HE paper situation is tight. But 

chances are good that it will ease up 
by early summer for all kinds of paper 
except newsprint. Overall, we are not 
running out of paper now. Nor will we in 
the foreseeable future. 

At about the same time that supply and 
demand come into balance, new production 
facilities will begin to roll out paper. These 
facilities, plus the more than adequate raw 
materials in the forests of the U. 5&., 
Canada, Alaska and northern Europe, 
should keep us in all the paper we could 
possibly use for years to come. 

Two things could upset this prospect: 
(1) a large-scale increase in U. 8S. exports 
of pulp and paper products; and (2) a 
big drop in imports from Canada and 
Europe. Both of these contingencies de- 
pend upon the Marshall plan. As for ex- 
ports, the Harriman Committee reported 
flatly: “There appear to be no require- 
ments for wood pulp or for paper [in 
Europe].” And our imports from Europe 
will depend on the continent’s recovery 
as a result of our aid. 

So, the paper situation in general breaks 
down like this: 

Right now. Output in 1947 was 55 
percent, or 714 million tons, greater than 
in 1939. It amounted to about 21 million 
tons—but it still wasn’t enough to meet 
all paper demands. Newsprint is still 
very short. So are the better grades of 
kraft (wrapping) paper. The expensive 
rag paper for home and office stationery 
is in plentiful supply. Rag paper manufac- 
turers are actually looking for business. 
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Near Future. First products (now 
short) to become readily available will be 
paper towels, facial tissues and specialty 
bags. These are high-profit items. Rela- 
tively scarce but quick to catch up will 
be grocery bags, wrapping tissue, toilet 
paper, book paper and kraft. Newsprint 
will continue short through the rest of this 
year, perhaps into next year. In 1949 or 
1950, a newsprint mill now being built at 
Childersburg, Alaska, should get into pro- 
duction. Other new newsprint mills in 
Canada and Newfoundland will also help 
increase the supply. 

Long Range. The world’s forests 
should provide plenty of woodpulp for 
years ahead. But many paper makers 
who buy their raw materials rather than 
produce their own depend on the 214 mil- 
lion tons of pulp a year we import from 
Europe. Sweden, Norway and Finland. 
major European sources for woodpulp, are 
now producing pulp at only 50 to 70 per- 
cent of capacity, mainly because of lack 
of coal. Presumably, the Marshall plan 
and Europe’s economic recovery will as- 
sure the coal and chemicals needed to in- 
crease European production. 

Paper prices are running about a third 
higher than they were before the war, but 
have leveled off in the last six months with 
no major price rises reported. Some paper 
producers, notably in the luxury rag field, 
even foresee price cuts in order to keep 
business. 

High prices are not bringing as many 
howls of pain as are some of the substitute 
papers being peddled. The Department 
of Commerce reports dealers as_ being 
“particularly incensed at the quantity of 
bogus kraft wnich is still on the market. 
It 1s reputed to be of very poor quality 
and very high priced.” 

But with supply catching up to demand, 
such inferior papers will disappear from 
the market, observers predict. In time the 
black and gray markets in paper, even in 
newsprint, will be gone. Then good quality 
paper of all kinds will be back—and will 
bump into a buyer’s market. 
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TELEVISION: 
Hope for Advertisers 





DVERTISING MEN are hoping that 
television is what the doctor ordered 
for their rather feverish business. They 
hope, even expect, that telecasting will put 
advertising back on the job of selling 
goods. Here are some of the facts and 
arguments behind such hopes. 
& Television with its combination of sight, 
sound and action represents what is most 
needed in advertising today—a medium 
for demonstration. 
& Television comes into a market where 
advertisers are practically begging for new 
outlets. The paradoxical situation is that 
people who buy advertising are demanding 
more space in publications, more time on 
the air and in the same breath are say- 
ing that such publicity costs more than it 
is worth in dollar results. 
& Television advertising 
will cost still more on the 
basis of audience size, but 
will yield better results. 
Tests show that tele-adver- 
tising 1s from three to five 
times more effective than 
ordinary radio advertising. 
Advertising men say 
“Yes” to the only big ques- 
tion that stands between 
them and successful use of 
this new medium: “Is tele- 
vision ready to serve as a 
popular vehicle for advertising?” They 
say that along about the turn of the year 
television went over the hump that was 
holding it back. Good if not super sets 
are now available in the $150 to $200 price 
bracket. This means more sets going into 
homes instead of into taverns and clubs. 
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4) A “o7 it. According to the eco- 


Advertising men think 


that television 1s ready 
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Good programs are indicated now that 
stage hits like “The Late George Apley” 
and big sporting events like the Louis- 
Walcott fight are being telecast. This 
spring telecasting will get the biggest pro- 
gram-boost of its young life when the na- 
tional conventions are televised. Adver- 
tising men say that television this year 
will be about where radio was in 1929, but 
that it will grow to maturity in a boom 
instead of bust era. They are talking in 
terms of a billion-dollar industry by the 
mid-1950’s. 

Where is the money coming from? 
Students of advertising offer these differ- 
ing opinions: 

Television will create a new pool of 
investment capital. ‘Television is prima- 
rily entertainment and the 
publie will dig down to buy 


nomics of advertising, the 
sponsors match the con- 
sumers dollar for dollar in 
any amusement field that 
lends itself to advertising. 


to go to work—and do 746 ~movement of large 


an effective selling job 


sums within any industry 1s 
bound to attract venture 
financing, but television 
will not take a nickel away 
from other advertising ve- 
hicles. It will simply draw 
fresh funds from the deep well of national 
income. 

Television advertising will do a lot of 
work hitherto done by personal sales- 
manship. Thus the money for telecasting 
will simply be lifted from one section of 
the budget and put down in another sec- 
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tion. A crack salesman on a tele-screen 
can talk to multiple audiences and can 
demonstrate his product almost as effec- 
tively as he could in person, saving large 
sums in salaries and traveling expenses. 
Television will compete for the more 
than 3 billion dollars a year that is spent 
on general advertising. It will definitely 
challenge other media and will take money 
away from some or all of them. Tele- 
advertising has the field to itself when it 
comes to demonstration, and the most 
demonstration-minded group in the nation 
are the retailers. They are the most 
numerous advertising group but not the 
richest. This means that they will revise 
budgets to send their dollars into tele- 
advertising, in many cases on split-cost 
arrangements with manufacturers. 


HE TRIED T0 GET LOWER PRIGES 


SMALL Philadelphia manufacturer 

named Benjamin Foster Jr., who makes 
roofing material and other products used in 
building, recently wrote a letter to all his 
suppliers from whom he received notice of 
price increases. He asked the suppliers to re- 
examine their profit and loss sheets before 
raising prices. The majority of increases, he 
said, were the result of an artificial cost basis 
and therefore unjustified. 

Mr. Foster got a lot of nice letters in reply. 
The only trouble was that they all came from 
small operators like himself who expressed 
sympathy for what he was trying to do. They 
said they were helpless because the price 
squeeze was on them too. But he did not re- 
ceive a single reply from any big supplier. 

Mr. Foster’s letter to his suppliers follows: 

“This letter is being written to all of our 
suppliers from whom we receive notices of 
price increases. The fact that it is multi- 
graphed will, we hope, reflect the very real 
seriousness of the situation, rather than lack 
of individual attention on our part. 

“We consider ourselves as one of the hun- 
dreds of thousands of ‘small businesses.’ Our 
business experience is limited, 20 years to be 
exact, plus what our predecessors have been 
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But advertising men like to talk in posi- 
tive terms. They prefer to discuss big ad- 
vertising purposes rather than to specify 
what media will suffer by the presence of 
television. This is how they see television’s 
place in the big picture: 

As a medium for goodwill or institu- 
tional advertising, television has a high 
value. But it will level out as years go 
by. Tele-advertising now has a snob ap- 
peal and a novelty appeal, and its prestige 
value to a wealthy or alert sponsor can- 
not be discounted. But this will lessen as 
sets and telecasts become more common- 
place. Television will stagnate as an ad- 
vertising medium unless it gets down to 
the practical act of salesmanship for which 
it is best fitted. 

But advertisers will go wrong if they 


: . 


able to teach us, so our opinions 
probably won’t carry much weight. 
We feel so strongly, however, the 
responsibilities of business, both 
large and small, to this great country of ours 
in these crucial times, that we simply can’t 
take it lying down. 

“The future for all of us is, we think, in 
the hands of ‘Big Business,’ as it never was 
before. Materials are scarce at the source, 
Big Business, and we have to have them to 
keep small business going. We in small busi- 
ness are actually looking for orders. We can 
handle many more than we have if we can get 
our raw materials from Big Business at fair 
prices... 

“During the past week you in Big Business 
have notified us that prices are going up be- 
cause of increased labor, material and freight 
costs. You tell us almost without exception 
that you are reluctant to raise prices and 
the increase will be held to a minimum. Do 
you mean it? 

“Here are some of the increases that will 
affect us: 

“Asphalt—Up 25 percent—The largest one- 
time increase in our meager 20 years experi- 
ence. 

“Asbestos—Up 25 percent—Also the largest 
one-time increase. 

“Cans—Up?—10 percent is our guess, in 
spite of the fact that steel pails are now 
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ride the demonstration-factor of television 
into the ground. Experience has already 
proved that small, intricate objects do not 
televise well. Razor blades, watches and 
small gadgets cannot be exhibited without 
making the audience “work” to focus at- 
tention. But automobiles, household ap- 
pliances and clothing are naturals for tele- 
advertising. Department stores have al- 
ready seen the light here, and are going in 
for fashion shows and other “live” exhibits. 
Television in effect can bring the store 
show window inside the American home. 

Advertising men generally refuse to pin- 
point television’s immediate future in dol- 
lars and dates. There are too many im- 
ponderables. A lot will depend on whether 
the manufacturers of sets reach their ex- 
pected goal of 600,000 sets in 1948. An- 


just about 25 percent above the pre-war high. 

“Oils—Up 11 percent since August 1, 1947. 

“Glycerine—Up 34 percent since August 1, 
1947. 

“Phthalic Anhydride—Up 20 percent since 
August 1, 1947. 

“There is not a product that we manufac- 
ture that does not contain at least two of the 
above-listed materials. 

“Has Big Business absorbed any of their 
previous so-called higher costs? If 
so, the profit and loss sheets do not 
show it! 

“As an example of our leanings 
toward capitalism we read The Wall 
Street Journal. A notice to stock- 
holders of one of our chief suppliers, 
which appears on Page 6 of the 
issue of November 26, 1947 tells us 
that 1947 was a wonderful year. Net 
sales almost double 1946! Earnings before 
taxes four times 1946!! Earnings after taxes 
five times 1946!!! Provision for contingen- 
cies 10 times 1946!!!! This company is one 
of the world’s largest producers of the very 
oils that are going up (11 percent since August 
Ist) because of increased labor, raw materials 
and freight cost! 

“So Big Business is raising prices and we'll 
have to pay them and pass them onto other 
businesses that buy from us, and by the time 
they reach the consumer the amount of the 
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other limiting factor is the degree to which 
networks can blanket the vast spaces 
where television is not yet receivable. 
Talent for televised programs is another 
gap to be filled. Many radio crooners and 
actors will not be able to show their faces, 
learn their lines, carry their roles. Many 
overpaid writers of shows and commercial 
plugs will have to do better if they are 
to write acceptable tele-copy. 

But advertising men see a silver lining 
in the dark cloud of these unaccomplished 
matters. Because sponsors and the public 
are going to be tough to satisfy, television 
will have to be good to succeed. And if 
it is pressured into being good, television 
can be a great boon to the advertising busi- 
ness—giving that business a new oppor- 
tunity to do an effective selling job. 


actual increase is double and sometimes triple 
what it was at the Big Business level. The 
rest of the story needs no repeating. Pur- 
chasing power is destroyed and labor looks at 
statements like the one of the company I have 
mentioned, and then we have more increased 
labor costs. 

“If there was ever an opportunity for Big 
Business to step in and stop the vicious cycle, 
we think this is it! This is therefore an 
appeal from one small business to 
all Big Business. Please examine 
your profit and loss sheet before 
you raise prices. Instead of using 
percentages to add overhead, in- 
direct labor and other fixed charges, 
reduce them to unit costs on the 
basis of 1946 production volume. 
~ With fair prices, we in small business 
can maintain that volume for you, 
but with high prices you may find it necessary 
to increase your percentage figures next year. 
Yes, we in our company did use units rather 
than percentages to adjust our prices a year 
ago and it worked. 

“Perhaps excess profit taxes, price ceilings 
and other government regulations don’t bother 
Big Business, but this is one small business 
that would rather run its own show. We think 
that the best support for the proponents of 
government control is rising prices. What 
do you think?” 




















ON THE AUTO FRONT 


BOOMING PARTS BUSINESS 


HE replacement parts division of the 

automobile industry is booming be- 
cause the average car these days is nine 
years old. Of the record 37 million ve- 
hicles on U. 8. streets and highways, 31 
million are pre-war vintage—which means 
that many literally are falling apart. 
Total value of replacement parts produc- 
tion last year was 214 billion dollars—four 
times what it was pre-war, and. about 40 
percent of the value of all automotive 
output. 

But the car makers claim the parts 
business is more of a headache than a 
boon. To service customers properly, Gen- 
eral Motors, for instance, says it must 
maintain stock on 225,000 separate parts 
and be able to fit cars from the 1927 
models on up. GM normally keeps all 
dies on hand for seven years, but the com- 
pany—as did most others—destroyed dies 
during the war to help meet the metals 
shortage. Now these dies have all been 
remade at a high cost, no part of which, 
the companies say, has been passed on to 
the owners of cars. 








THE VANISHING MECHANIC 


IKE the blacksmith before him, the 
garage mechanic—the fellow who 
could do wonders with a piece of tape and 
a pair of pliers—appears destined to take 
his place in the ranks of vanishing Ameri- 
cans. This is an observation made by 
auto industry people themselves. It is 
based on the fact that today’s cars are 
so constructed that it’s often cheaper for 
the owner to have damaged or wornout 
parts replaced, rather than repaired. 





PATCHES FOR FENDERS 


ECAUSE most new cars feature 
blended fenders, the technique of 
partial paneling was a natural develop- 
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ment in the auto world. Partial panels 
are strip steel sheets in odd shapes which 
can easily be welded to fit damaged or 
rusting car body areas. If you crack up 
a fender, you don’t have to pay half the 
car’s purchase price for a whole new left 
side. You just buy a partial panel and 
have it welded over the bad spot, then 
drive away looking pretty much like new. 
Nothing worse, car men say, than running 
around with a neat little patch on the seat 
of your pants. 


WAGES & PROFITS 


ETTING into shape for the spring 
i. wage tussle, the car makers are em- 
phasizing wherever possible that their per- 
vehicle profits in 1947 were about as low 
as they could get and still keep the whole 
business worthwhile. The Studebaker 
Corp., for example, says it netted less than 
$40 per automobile last year. Profits 
throughout the industry actually averaged 
out to about 7 percent per car—which De- 
troit claims isn’t much of a markup. 


THIS YEAR’S PRODUCTION 


HE auto industry says it has the ca- 

pacity this year to beat its 1929 record 
production of 5,358,420 vehicles—BUT. 
The “but” means that unless steel sup- 
plies improve the industry will be hard 
put to equal even last year’s mark of 
4,794,374 passenger cars and trucks. The 
car makers say there is still a shortage 
of machinery for making strip rolling 
steel—the kind of steel which is essen- 
tial to auto production. They are pessi- 
mistic over improvement much_ before 
late next year. 

One encouraging note: truck production 
was so good in ’47 that Detroit believes 
heavy-model demand has been eased. Last 
year 1,238,447 trucks were made, but 
production in this line is expected to level 
off to about a million units this year. The 
resulting steel slack will be applied to 
passenger car production, and should make 
available more family vehicles. 
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THE TOURIST 


HEN all talk about the 1948 tourist 
business is shaken down, two strong 
probabilities remain: 
& There will be more vacationers than 
there were in 1947. 
© Individually, they will not spend so 
much money. ‘They will be supersensitive 
to prices although not so sensitive to ac- 
commodations, having grown used to worn- 
down facilities. 
Here is the outlook: 


AUTO TRAVEL: Auto travelers are the 
vacationers important to U. 8. business in 
general. The prospect is for around 65 
million of them this year—several million 
more than last year—rolling the roads in 
more than 20 million cars. 

Last year auto travelers left 6 billion 
dollars along the way, the American Auto- 
But will they 

that much 
year? Some 


mobile Association says. 
spend 
this 

experts say “No,” 
give these 
sensitive- 
ness to high prices, 
and the fact that 
longer trips are 
often prevented be- 


and 
reasons: 
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cause of the poor condition of many cars. 

Auto tourists will find many areas vying 
for them. Strong pulls will come from 
New England, New York State, Arizona, 
California, Florida, Virginia and North 
Carolina. These tourists will find also 
that some motor courts (tourist camps) 
will be able to feed them, but many others 
won’t have eating facilities. They will 
learn that the great hope of the travel 
agencies hasn’t materialized—the hope for 
staggered vacations in industry to relieve 
summer congestion. 

This will be another season of crowds. 
But warier crowds. Everyone catering to 
the trade can talk nothing wiser than “Our 
Accommodations Are Comfortable and 
Reasonably Priced.” 


NATIONAL PARKS: Attendance of 30 mil- 
lion is expected, an increase of 5 million 
over the last season. Park facilities were 
taxed then, were more than overrun at 
Yellowstone, Glacier and Yosemite parks, 
where shortage of help was also felt. But 
little, if any, construction is being under- 
taken by the concessionaires who operate 
the park facilities. The government regu- 
lates the prices and the concessionaires 
hesitate to pay high building costs with 
profits restricted. Even if they do want 
to expand facilities, they cannot always 
obtain building materials. 

Tourists have seen what appear to be 
100 new-looking cabins in Yellowstone and 
wondered why they couldn’t get into one. 
These cabins, actually, lack the most es- 
sential fixtures. 

There is no pat solution for handling 
the crowds expected this year in the parks. 
The tourist should have a written reserva- 
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tion. Congress hasn’t awakened to the 
problem, which, broadly, is this: there 
- were some 21 million park visitors in 1941, 
9 million fewer than are expected this year. 
But since 1941 there has been no appre- 
clable enlargement of facilities; rather, 
there has been a deterioration of what fa- 
cilities there are. The fact is that the peo- 
ple are taking more interest in the parks 
than Congress takes. For the current fiscal 
year Congress gave $10,128,055. Experts, 
aware of the growing visitor load, think 
200 million dollars are needed to condition 
the areas for present demand. 


SEA TRAVEL: Here is another tight spot 
in the travel outlook. Space aboard any 
ship for anywhere will be jammed. There 
will be widespread disappointments among 
would-be voyagers, most of whom have 
the habit of waiting until the last minute 
to buy tickets. A request for space, months 
in advance, is necessary for most sea travel. 

A year ago there were eight demands for 
every berth. These have been somewhat 
better filled since more foreign bottoms 
came along but now the gain has been 
offset by the requirements of displaced 
persons for transportation. This particu- 
lar demand probably won’t be satisfied for 
three years. 

Shipping men can’t foresee when space 
will meet the demand but point to a few 
bright spots: the S. S. Washington will be 
reconditioned and will carry 1100 to Eu- 
rope every three weeks, though not in 
luxury. Cunard has a number of ships 
on the way, and there now are some 275 
freighters conditioned to carry between 
6 and 12 passengers each. The accom- 
modations on these aren’t luxury, of course, 
but are considered excellent nonetheless. 
Bookings on these ocean wayfarers are 
extremely heavy and it is practically im- 
possible to make a long-term reservation 
since freighters move almost on spur-of- 
moment. 

The State Department may again require 
the pleasure traveler to show a round-trip 
guarantee before a passport is issued. 
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CONDITIONS ABROAD: Almost every ac- 
cessible European country wants American 
tourists—because they mean dollars—and 
are straining to get them. Austria, in- 
geniously, has stocked 50 selected hotels 
with food and liquor for visitors. Britain, 
expecting 100,000 Americans in 1948, by 
way of reassurance denies that foreign 
tourists can hurtfully diminish the already 
low food supply. Holland says its roads 
are rapidly being rebuilt, its hotels being 
returned to civilian occupancy. Restric- 
tions on travelers will even be lessened in 
the U. S. occupied zones. Switzerland 
points to its hotel accommodations for 
200,000 persons. 

But the fact remains that Europe is 
still pinched for food and the tourist ex- 
pecting a plunge into lavish eating at 
tourist rates won’t find it. Except in Eng- 
land, where you won’t pay much for food 
nor get much either, prices are high and 
the black market is active. But there is, 
encouragingly, the eagerness to “get going”’ 
all across the continent. They are paint- 
ing things, freshening them, as fast as pos- 
sible. The biggest trouble, again, will lie 
in getting there and—worse—in getting 
back. 

International travel experts of the AAA 
and other travel organizations are worry- 
ing lest American travelers abroad find 
austerity conditions entirely distasteful. 
These men think their clients should be 
told and re-told what they will encounter 
to keep them from returning and blaming 
their disappointments on the agencies. If 
this were generally done it would be a 
startling departure in the travel business, 
where almost everything is described as 
wonderful in six colors with superlative 
text. 


CANADA: Canadians expect better than 
25 million visitors this year, or slightly 
more than came in 1947. Less spending 
is expected. The visitor this year will find 
enough food, though few culinary luxuries, 
except in the very best places. But he will 
notice honest attempts at renovating ac- 
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commodations. These are expected to be 
sufficient to house all comers. 

The significant thing about Canada and 
the tourist is this: the tourist is officially 
recognized as important in these emphatic 
words: “The visitor industry, when taken 
in all its ramifications, appears no less im- 
portant than that of gold mining, lumber- 
ing, fishing, electric power and so on.” 

This year’s visitor to Canada would do 
well to get the booklet, How To Enter 
Canada, which is distributed free by the 
Canadian Government Travel Bureau, Ot- 
tawa, Canada. It explains border restric- 
tions and other requirements. 


MEXICO: Visits to Mexico from now on 
stand to become pleasanter and probably 
a little cheaper. There is a background 
to this. Prior to 1941 Mexico was a 
favored vacation ground. But, during the 
war, inflation set in and many visitors 
were victimized by specialized racketeers. 
There were also some disease-ridden areas. 
The trade fell off sharply and the govern- 
ment grew alarmed. Relentlessly now, 
the racketeers are being jailed, the other 
sore spots cleaned out. Some hotels have 
slashed rates from 10 to 20 percent. 


CONCLUSIONS: The trend in the U. S. is 
toward regarding vacationers as an in- 
dustry—one which scatters money in bil- 
lions to wavside stores and city shops, 
rural taverns and resort hotels. Travel 
agencies have known this, of course, but 
the notion is now generally sinking in. 
When it has fully registered, American 
vacationers will be better handled, left 
more satisfied and everyone catering to 
them will profit. But as for the present, 
the one urgent need is for more comfort- 
able accommodations at reasonable prices. 
The urgent thought for the vacationer 
himself is to be sure of his reservations. 
It isn’t a case, necessarily, of demand 
wholly exceeding the supply of accom- 
modations. But an iron-clad reservation 
will keep you from putting up with shabby 
accommodations. 
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SHIFTING LABOR 


Changes are coming over our labor 
force. There will be fewer. farm workers, 
but more clerical workers; less unskilled 
labor, more semi-skilled; fewer domestic 
workers, more service workers. These 
trends have just been charted by the 
Bureau of Labor Statistics. 

The most significant thing ahead will 
be the emphasis on well-trained workers. 

Here is the occupational outlook: 


Professional Type Workers. As stand- 
ards for educational, health and welfare 
services continue to rise, there will come 
a greatly increased demand for teachers, 
nurses, engineers and social workers. An 
increase, but less spectacular, will come 
in medicine, pharmacy, law and music. 


Skilled Workers. With the increased 
use of mechanical equipment at home and 
on farms, the repairman occupations are 
going up. All-round skilled craftsmen will 
be needed in greater numbers. Machine 
shop workers and printers will show a 
slight growth, but railroad and foundry 
workers will stay about the same as now. 


Sales Occupations. The growth of 
self-service stores and outlets has cut 
down the need: for salesmen in some fields. 
But there is likely to be an increase in 
insurance salesmen. Overall, sales jobs 
will probably decline in importance. 


Semi-Skilled Occupations. Many 
semi-skilled welders, riveters and machine- 
tool operators had to learn new skills 
after the war. By last fall, one out of 
every five workers in the country was 
classified as semi-skilled. The group will 
grow in the years ahead and find new 
places in mechanized farming, new in- 
dustries and construction. 


Clerical Workers. The new business 
achines may cut down the relative im- 
portance of some clerical workers, but 
there is little chance that business and 
government will make any wholesale cuts 
in clerical help. The field is likely to grow. 


Unskilled Farm and Domestic W ork- 
ers. These groups will drop steadily as 
better paid jobs open in other unskilled 
fields. And new machines and equipment 
will drive unskilled workers elsewhere. 


Service Occupations. Higher income 
levels and rising population will increase 
the number of restaurant and hotel work- 
ers, barbers and beauty shop operators. 
The service field stands to expand. 
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THERE are about 5,350,- 
000 truck drivers in the U. S., making them 
the largest single occupational group in the 


country outside of farming. By 1947, the 
nation’s truck fleet had grown to almost 64% 
million units. 


HOSPITALS in Philadel- 
phia are cooperating on a program to prepare 
the City of Brotherly Love for radioactive 
casualties—either from war or atomic research. 


A GUIDE for small busi- 
nessmen in dealing with their banks is offered 
by the Department of Commerce. It details 
the type of financial information banks require 
as a basis for loans, the types of credit avail- 
able and the businessman’s obligation to his 
bank. This booklet, The Small Businessman 
and His Bank, is available from the Superin- 
tendent of Documents, Washington 25, D. C., 
price 10 cents. 


INCREASING use of home 
freezing units has led the Agriculture Depart- 
ment to recommend that electric power com- 
panies make plans to provide their customers 
with emergency supplies of dry ice in event of 
protracted power failures such as might follow 
floods or tornadoes. 


MOTORISTS whose cars 
ure equipped with radio telephones now can 
make or receive calls at any point between 
Boston and Washington, D. C. This 450-mile 
chain of radio-telephone stations is the third 
to be placed in service in the U. S. 


HALF of the people who 
plan to buy new cars on time, a recent survey 
shows, intend to patronize the finance com- 
panies while about 44 percent will get the 
money from banks. Before the war, finance 
companies got twice as much automobile busi- 
ness as the banks did. 


PLASTIC pipe is now be- 
ing used by the Southern California Gas Co. 
from its mains to customers’ meters. It’s more 
available than steel and can be installed more 
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easily. Solvent cement and transparent sleeves 
replace solder and threading in making joints. 


CORK, imported princi- 
pally from Spain and Portugal, now is being 
grown in this country. After seven consecu- 
tive years’ experiments in this new industry, 
experts say the domestic cork is fully as good 
as the imported variety. 


LUMBERING is the most 
likely candidate for the title of this country’s 
most wasteful industry. Less than 45 percent 
of the timber cut is milled into lumber. Total 
waste accounts for 35 percent, while 22 percent 
more is burned as inefficient fuel. 


A MAJOR reason for the 
dairy lobby’s success is that dairy farmers can 
lay solid claim to being the most nearly uni- 
versal enterprise in U.S. agriculture. At the 
last count, 444 million farms produced milk. 
All told, there are approximately 5,800,000 
farms in the nation. 


ALMOST everybody wants 
to get into politics in the little village of Cor- 
don, France. Of its 180 voting residents, 103 
were candidates for the Village Council in 
recent elections. 


RADIANT heating for 
highways, as a means of de-icing treacherous 
hills, was tried on a grade separation near 
Klamath Falls, Ore. Water was tapped from 
a nearby natural hot spring and then piped 
under the pavement. 


FIFTY-SIX U. S. cities 
currently are levying local cigaret or tobacco 
taxes. This is 47 percent more than were 
levying similar taxes a year ago. 


INSTEAD of bathing 
beauty contests, tax concessions or natural 
advantages, St. Joseph, Mo., uses a booklet 
of the poems of Eugene Field, who once lived 
in the Pony Express City, to advertise itself. 


GIMBELS, New York de- 
partment store, keeps its telephone switchboard 
open Sunday afternoon to receive telephone 
orders on most of its advertised merchandise. 


A PREFABRICATED 
aluminum house, four rooms and bath, weigh- 
ing slightly more than a ton, was flown from 
Miami to Rio de Janeiro in less than 30 hours. 
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SO YOU THINK 
YOU CAN RUN A RESTAURANT 





RESTAURANT KEEPER must love 
\ his fellow man, enjoy good food, get 
a kick out of hard work, reconcile himself 
to small profits and be satisfied with the 
intangible rewards of expressing a minor 
talent and of being his own boss. 

If you qualify under these headings, 
you too may be able to run a restaurant. 
But before plunging in, it will be wise to 
double check not only your personality 
but your experience, finances, opportunity 
and competition. 

Failure to make this preliminary round- 
up is one reason for the high mortality 
among new restaurants. 

In one study of more than 200 towns it 
was found that 33 percent of new restau- 
rants closed down or changed hands during 
the first year, another 15 per- 
cent during the second year 
and fully 80 percent by the 
end of the fifth year. at 

Restaurant keeping actually @ 
combines three separate trades 
—service, retailing and manu- 
facturing. A restaurateur 
must be jack if not master of them all. 
The surest way to test your aptitude for 
this complex business (and to gain experi- 
ence) is to have a tryout at someone else’s 
expense. By working as a waiter you will 
find out whether your natural affability 
can survive the petty annoyances that go 
Kitchen 
work will acquaint you with the less enjoy- 
able side of food. A term in the business 
branch of a restaurant will demonstrate 
the intricacies of pricing, purchasing, li- 
censing, menu planning, record keeping, 
rentals, insurance, and employe relations. 

By observing your boss you will see that 


with serving meals to strangers. 
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he works long hours at times when his cus- 
tomers are relaxing, takes few weekend 
or seasonal holidays, has no day-to-day 
guarantee of a continuing livelihood. 
Municipal whimsies like inserting a new 
fireplug or tearing up a street can divert 
his customers. An illness or accident may 
keep him from work and cause the collapse 
of a business which took years to establish. 

The dollar recompense for all this worry 
and work is not high. In a normal year 
like 1939, two-thirds of the independent 
ating places had total sales volumes of 
under $10,000 a year. In order to earn 
a satisfactory income from a commercial 
venture in eating places you normally need 
a restaurant doing over $25,000 in annual 
receipts from the very start. 

But in restaurant keeping, 
as in the more highbrow arts, 
lack of monetary promise will 
not scare off anybody whose 
heart is set and whose experi- 
ence convinces him that this 
is his game. Selling service 
can be a pleasure in itself and 
few Americans have more pleasurable 
dreams than those of manufacturing and 
retailing their own product—whether it is a 
mechanical gadget or a praiseworthy meal. 
Moreover, fortunes have been made out of 
public catering. There is always room at 
the top. The beginner has a better chance 
of getting there if he acquaints himself 
with cold facts about: 

Financing. Lack of capital appears to 
be a most frequent accompaniment of 
restaurant failures. But what is the mini- 
mum capital on which a beginner would 
be justified in opening a restaurant? Ex- 
perienced operators used to say that phys- 
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ical equipment costs should be about one- 
fourth the size of gross income. Thus it 
would require more than $6000 to buy or 
equip a restaurant in the $25,000-a-year 
class. With current prices high and cer- 
tain types of equipment difficult to obtain, 
a considerably higher allowance would now 
be required. 

In addition to capital investment you 
will need a working fund to provide food 
inventory, rent, wages. This fund usually 
should run to as much as one-half the size 
of the capital investment. At least 60 per- 
cent of this working fund should be in hand 
or in sight on the day of the opening. 

Opportunity. It is more important to 
plan the venture on the basis of your per- 
sonal assets rather than on abstract oppor- 
tunity. The fact that a large restaurant 
building is for sale does not mean that you 
should buy it. The need for a hamburger 
joint at a certain location is no sign that 
you should start one. Personal experience, 
background, proved ability and capital 
resources are the real elements of oppor- 
tunity, and they should dictate what type 
of restaurant you start. 

Finding a place to exploit your oppor- 
tunity breaks down to: 

& The town. A common mistake is to 
limit oneself to his home town or neighbor- 
hood. A location is good only if it suits 
the particular type of restaurant. Large 
towns obviously offer broader choice, but 
regardless of size there is no better bet 
than a county seat. It always has a dis- 
proportionate number of people away from 
their homes, particularly at lunchtime— 





If you are thinking about entering the restau- 
rant business, write for a pamphlet entitled 
Establishing and Operating a Restaurant, pub- 
lished by the Department of Commerce and 
obtainable from the Superintendent of Docu- 
ments, Washington 25, D. C. Price 45 cents. 
Also you can take advantage of the free con- 
sultation service provided by restaurant asso- 
citations. To learn the address of the association 
located nearest you, write to the National Restau- 
rant Association, 2003 Eye St., Washington 6, 
D.C. 
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courthouse and federal employes, lawyers, 
witnesses, juries and itinerant politicians. 
Otherwise the average small town is doubt- 
ful territory for restaurant pioneering. 

Similarly a one-enterprise town—either 

industrial or agricultural—is risky. Many 
workers carry their meals or eat at a plant 
cafeteria. Farmers as a class are not 
eaters-out. Tourist and vacation spots 
have the inherent liability of seasonal ups- 
and-downs. A general rule is to choose 
a well-integrated town or city—one with 
well-defined business, residential and 
amusement areas. 
& The neighborhood. The choice here can 
be narrowed by a study of rentals. They 
can be too low or too high. Below average 
rentals indicate area deterioration. A 
check on office vacancies and on living or 
working conditions is then in order. High 
rentals often nullify the advantages of an 
otherwise favorable location. The advice 
of established restaurateurs is to avoid any 
neighborhood where rent will exceed 5 per- 
cent of your expected returns. 

Another maxim is that people like to eat 
within walking distance of their work or 
play, but within transportation distance 
of their homes. A lunchroom must neces- 
sarily be in a business or industrial area 
but a restaurant for evening trade should 
not be in a residential zone. Combination 
locations are best. A roadside tavern or 
counter shop may be a few steps from a 
trucker’s stop or taxi stand, a reasonable 
automobile ride for a family or courting 
couple, a short walk from a dance hall, 
bowling alley or ball park. Few restau- 
rants, as such, thrive on a one-meal 
clientele. The neighborhood you choose 
must have at least a dual-purpose possi- 
bility. 

& The site. Parking space, whether for 
truck drivers or the limousine trade, is a 
gprade-A attraction. Nearness to bus and 
streetcar stops will influence the plans of 
people who habitually eat out, and will 
draw sidewalk casuals. It is advantageous 
to be on the alighting side of buses and 
streetcars running from the residential seec- 
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tions. One-way streets are all right if 
they run “your” way, and an alley at the 
backdoor spares guests the sight of un- 
prepared food, the iceman and the garbage 
collector. 

Size and architecture of your building 
should be chosen for possible expansion as 
well as present needs. it is wise to bone 
up on zoning and health regulations and on 
the previous use and reputation of the 
house and of the houses nearby. There is 
no better authority on madames, gambling 
joints, mischievous urchins and family 
skeletons than the policeman on the beat. 
& Competition. Restaurant keeping is 
primarily a small business enterprise. In- 
dependent owners in 1939 outnumbered 
chain-operated establishments more than 
30 to 1 and did about 85 percent of the 
business. 

Unlike the related enterprises of filling 
stations and retail groceries, restaurant 
keeping is able to withstand big business 
encroachment. Main reason for this hardi- 
hood—and the key to the competition 
question—is the personal touch. Every 
successful restaurant is a reflection of its 
proprietor’s good nature, goodwill and 
knowledge of good food. 

For that reason the field is wide open. 
The need for restaurants is not measurable 
because eating out is so largely optional. 
War conditions indoctrinated many people 
to restaurant life. Sales of publicly-served 
food and beverages increased roughly by 
more than three times between 1939 and 
1946. But the upswing in customers also 
set higher standards for service and food 
quality. The real competition today is 
not in size, neighborhood and site. It is 
in sanitation, service, nutrition and cuisine. 

This is as it should be. The restaurant 
keeper by fact and tradition is not only a 
merchant, but host, chef, dietitian, social 
figure, public health keeper and perhaps 
a recognized artist in his line. Money, 
experience and opportunity are necessary 
to open a restaurant but none of these will 
guarantee success. Only the eating public 
can do that. 
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MODERNIZING OLDER STORES 


ODERNIZE ’em by the block is a good 
vi solution for the main street stores 
that look a little dingy beside shopping 
centers and modern stores that have ap- 
peared in the past few years. 

Group modernization is not easy. The 
cooperative spirit is a rarity among store 
owners. Most proprietors are still trying 
to outdo the fellow next door. But a street 
with all modern stores will eventually get 
more trade. 

In Franklin Square, Long Island, the 
modernization committee took photo- 
graphs of the stores on the business 
street, then hired an architect to draw 
them as they would look after moderni- 
zation. Every merchant signed an agree- 
ment to modernize. Banks offered low 
interest rates on an amortized schedule 
of payments. 

Other communities which have done 
similar jobs are Rome, N. Y., Faribault, 
Minn., and Miami, Fla. 

A foremost plugger for group moderni- 
zation is E. A. Lundberg, architect with 
the Pittsburgh Plate Glass Co. Lundberg’s 
company makes the following suggestions 
for a group program: 


& Get the ball rolling and show how all 
will benefit. Most logical spark plugs are 
chambers of commerce, banks or real es- 
tate groups. 

& Hire an architect familiar with the 
community and with group planning. 


b> Remember that a majority of stores in 
a block can be modernized even if one or 
two owners hold out. Plan so that non- 
complying stores may join later. 


& Use the practical device—if store own- 
ers like it—of hanging a continuous can- 
opy along the block. Above the canopy 
there is uniformity; below it individuality. 


For free material on store moderniza- 
tion, write the Office of Small Business, 
Department of Commerce, Washington 25, 
D. C. The second store modernization 
show will be held in New York in July. 
Proceedings of last year’s clinic on store 
fronts is available for $2 from Store 
Modernization Show, Inc., 40 East 49th 
St., New York 17, N. Y. 
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LOOK FOR A LONG MEAT SHORTAGE 






OR the next 100 years, meat will be scarcer 
than it is today. So says Charles Bur- 
meister, a top livestock economist with the 
Department of Agriculture, after a compre- 
hensive analysis. 

Per capita meat consumption in the U. S. 
last year was about 161 pounds. But there is 
“little prospect,’ says Burmeister, that the 
output of beef, pork and lamb in the next 10 
years will be big enough to provide even 150 
pounds per person a year. 

This does not mean, however, that Ameri- 
cans will suffer nutritionally. Other foods 
should—and will—take up the slack. 

Cattlemen have been slaughtering cattle re- 
cently at a rate in excess of the calf crop 
because they do not know how long beef prices 
will stay high. 

Obviously, there will be no increase in the 
total beef supply until slaughterings are held to 
less than the annual calf crop. Even then it 
will be hard to increase the average amount of 
beef available for consumption. The nation’s 
population is increasing by almost 2 million 
persons annually and is expected to total 
around 155 million within the next 10 years. 

It was with this population growth in mind, 
plus the fact that the available 
grazing and feeding facilities of 
the country will support not more 
than 95 million head of livestock, ‘D® 
that Burmeister forecast a de- 2 
clining per capita supply of meat 
for 100 years. 

The only way to keep the meat 
supply from decreasing rapidly 













in the next few years is to expand production 
of hogs. But because of last year’s unfavorable 
crop weather no substantial increase in the hog 
crop can be expected this year. And even if 
farmers undertook a larger hog-breeding pro- 
gram this year, its effects would not be felt in 
full until 1950. 

Nor is the lamb and mutton situation any 
better. Consumption of these meats has been 
relatively small, anyway, but sheepmen have 
been reducing their flocks for the past several 
years because of the difficulty of obtaining 
herders and because greater returns could be 
had from raising cattle. The number of breed- 
ing flocks in this country at the beginning of 
this year was the lowest in more than 80 years. 

As long as the national income remains any- 
where near its present high level, the demand 
for meat will be high. This means that meat 
prices will tend to stay up. But regardless of 
how much money Americans have, it seems 
clear that they are going to have less meat to 
go around than is now the case. 

This is not an unmixed evil, however. As 
the Twentieth Century Fund’s_ impressive 
study of America’s resources and requirements 
showed, a moderate-cost nutritionally adequate 
diet in 1960 should contain almost 
twice as many vegetables and 50 
. percent more milk than was con- 
— sumed in 1940. This means that 
> a 132-pound per capita consump- 
tion of meat would suffice in 
1960, compared with 147 pounds 
in 1940. Your palate might suf- 
fer, but not your health. 


oo 


DDT: It may help produce extra beef 


CIENTISTS and cattlemen are countir 
on DDT to help increase this country’s 
supply of meat. Since 1944, the Agriculture 
Department has been conducting experiments 
with DDT and other insecticides in an effort 
to control horn flies, lice, house flies and other 
parasites which attack cattle. Some of the 





work already has demonstrated that cattle 
treated for horn flies have gained a half-pound 
more weight daily than those untreated. 

The steadily increasing number of cattle 
being treated shows that cattlemen think the 
benefits of DDT outweigh the added trouble 
and added expense. 


More tractors = fewer horses=more cattle 


MERICANS can thank the tractor for the 
fact that the nation’s meat supply is not 
smaller than it is. 

Increasing use of tractors on farms has re- 
sulted in a decrease since 1918 of about 17 
million in the number of horses and mules in 
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this country. This is equivalent to about 20 
million cattle of all ages in terms of the grazing 
requirements to maintain them. 

The grass and hay formerly consumed by 
the 17 million horses and mules now is used 
chiefly in the production of beef. 
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Qhesrions & Axsswers 


with certain exceptions, lim- 
ited to the amount of his in- 
vestment plus amounts due 
and unpaid on stock or mem- 














Here are some representative questions which readers 
Perhaps some of the same questions 
We shall continue to publish 
similar ones each month, along with our answers or com- 
Please help us to make this department useful to 
There won’t be 
space enough to publish all of them, but we will reply by 
—THE Epirors. 


have been asking us. 
have been occurring to you. 


ments. 
you by sending in your own questions. 


letter to all who write. 


bership fees. If a co-opera- 
tive is unincorporated, the 
liability of members is gener- 
ally unlimited. The extent of 
the lability in either case is, 
of course, dependent upon the 
state laws under which the co- 
operative operates. 


Q. Is it necessary to file a 





QO. Will legislation setting up uni- 
versal military training be passed by 
Congress this year? 

A. Probably not. It would be expensive, 
and the public is not stirred up yet, though 
a great many people who were conscien- 
tiously opposed to it a year or two ago 
now think we should have it. 


QO. How much has been collected in 
social security taxes? What has been 
done with the money and are payments 
treated as trust funds from which claims 
will be paid? 

A. Total collected—23 billion, 400 mil- 
lion—breaks down as follows: old age and 
survivors insurance, 11 billion; unemploy- 
ment insurance, 11 billion; federal un- 
employment tax, 1 billion, 400 million. The 
first two are treated as trust funds, used to 
pay benefits, and invested in interest-bear- 
ing obligations of U.S. government. Fed- 
eral unemployment tax collections, after 
administering costs for this and unemploy- 
ment insurance are paid, go into a special 
fund from which the states may draw for 
benefit payments if necessary. 


O. In event of bankruptcy of a con- 
sumer co-operative store does a stock- 
holder lose only his shares or can 
his creditors take anything else he 
possesses? 

A. Generally, the liability of a stock- 
holder in an incorporated co-operative is, 
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notice with any government 
agency to make a product subject to 
fair trade laws? 

A. No. All a seller needs to do is to 
make one contract in each state where he 
plans to maintain resale prices. 


Q. Our company uses a large number 
of loose leaf binders and we are being 
advised by manufacturers to order atwo 
years’ supply because “the demands for 
steel will be such that shortages are ex- 
pected for at least another two years.” 
Is this true, or is it simply another dodge 
of manufacturers to build up a further 
backlog of orders? 

A. The steel that goes into loose leaf 
binders (strip steel for the flat plate in 
the middle and wire for the rings) is in 
extremely short supply and will continue 
to be through this year and probably most 
of 1949. Therefore, shortages are probable 
for “at least two years.” 


QO. How long will it be before you will 
be able to buy any make of automobile 
you want? 

A. About three years, though some 
manufacturers say four years. 


QO. Under federal law can a manufac- 
turer make sales to a dealer conditioned 
upon the dealer’s promise to confine 
operations to a given territory? 

A. Yes. However, a manufacturer runs 
the risk of violating the Clayton Act if 
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he makes sales conditional on a buyer’s 
promise not to deal in products manu- 
factured by a competitor. 


QO. What is the outlook for “social- 
ized” medicine? 

A. Nothing imminent, although volun- 
tary group health associations are forming 
in a good many places. 


QO. 1 have written an article on mer- 
chandising. Can I have it copyrighted 
before submitting it to a publisher? 

A. The copyright law does not provide 
for registration of such an article in ad- 
vance of publication. However, protec- 
tion is provided, prior to publication, under 
the common or civil law of the state so 
that anyone misappropriating the article 
would be subject to a suit for damages. 


O. When will farm prices start to 
decline? 

A. We think farm prices will stay gen- 
erally high for at least three years, but of 
course there will be some slide in the mean- 
time. 


O. 1 am interested in an arrangement 
whereby there would be an exchange 
of business experience and resources 
with foreign business. What govern- 
ment agency should I write to for in- 
formation about participating in such 
an arrangement? 

A. Write to J. Clayton Miller, Coordi- 
nator, Office for International Cooperation 
Programs, Room 5420, Department of 
Commerce, Washington 25, D. C. Mr. 
Miller’s office has recently been set up to 
assist both American and foreign business- 
men in exchanging business experience. 


QO. Do you think there will ever be a 
time when there are enough decent 


houses to live in? 
A. Yes, but it will take about 10 years. 


QO. Will the postal rates be raised this 
year? 


A. No! This is an election year. 
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St: I am a small] businessman recently moved 


to a small town and would like to ask why, in the 
face of all the opportunity that lies ahead, must 
we have or be sold a depression? We are today 
the only nation on earth really producing or 
equipped with all the know-how, machinery and 
equipment to really produce; therefore until we 
must rely on competitive world markets to drain 
off our surpluses why must we have a depression? 
High wages, high costs, high taxes. High by what 
standard? Nothing but figures of the past. We 
Americans believe that the highest place we reach 
is our regular place from there on. Once a girl 
gives up domestic work for a factory job or a 
bootblack runs a drill press, it takes a depression 
to get them back to their old level. That is as 
it should be and must be if we are to continue to 
be a great nation. 


S. F. Myerson, St. James, Mo. 


Sts: Since inauguration of the withholding 


method of collecting income taxes we found our 
employes had almost completely forgotten that 
they were being taxed at all. They evaluated 
their jobs on the basis of take-home pay alone. 
So we put the following note on the bulletin 
board: 

“An average of $245 of your earnings was paid 
to the federal government in 1947 by your com- 
pany. This amount does not include any tax 
paid by the management. It represents only the 
tax assessed on your income. Some economists 
think it would be harmful for you to spend it 
instead of the government. What do you think?” 

You’re right. They all thought the spending 
could be safely handled on the: home base. 


R.K. White, Los Angeles 


> = 
in? Your article on housing [January issue] 


made a serious error in saying that the plumbing 
industry practices a form of material restriction. 
The industry was indicted March 29, 1940 at the 
instigation of the Department of Justice. An ac- 
quittal of the charge of conspiracy or restriction 
was handed down by Judge Wilkin on March 31, 
1946. (US. vs. The Central Supply Assn. et al). 
You make the point also that plumbers will not 
install anything they do not furnish. Again this 
is not true. However, it is cheaper if we furnish 
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the material. For instance, an electric sink which 
would cost the householder $460 would cost the 
plumber $332. Installation cost would be $150 
in either case so the householder would save $129 
if the plumber furnished the material. We know 
that there must be a modernization in some of 
the technique of building, but governmental! sub- 
sidy of prefabrication is not the answer. 

Arthur W. Swenson Jr. 

Swenson Plumbing Co., St. Louis 


o@@/2° I read with interest your article on build- 
ing. The present difficulty is that a builder or 

contractor has to spend most of his time com- 
peting for scarce materials and then paying too 
high prices to get them. If the government 
would decrease its efforts to get more building 
and increase its efforts to get more building ma- 
terials, that would help. Many people wanting 
to build would gladly do their own building if 
they could only get materials. Standardization 
of materials and grades would help a lot. Units 
built in shops and factories are being used more 
every day, but in order to get a really good 
building it is still necessary to do most of the 
work on the job. 

Walter F. Buse 

Oregon City (Ore.) Lumber Co. 


Your article on housing admits that 
financing charges are the only items which have 
decreasad in the past 15 years, and yet the pro- 
posal is for a still further decrease. Such pro- 
posals as cutting the interest rate to 3 percent 
and extending the mortgage payments over 35 or 
40 years are based on the erroneous assumption 
that the money comes from wealthy banks and 
insurance companies which can well afford to 
contribute this to the housing problem. It 
should be clearly evident that the money comes 
from the small individual who owns a savings 
account or a life insurance policy, already one 
of the chief victims of our inflation. 

L.B. Campbell, Treasurer 
Ware Savings Bank, Ware, Mass. 


q Cutting the interest rate to 3 percent and 
extending payments over 85 or 40 years 
were not our proposals. We merely re- 
ported they were being discussed. 


IZ Your article “Butler Brothers and the Little 
Guy” [December issue] was simply a sales talk 
for Butler Brothers and gave their angle only. 
I worked for Butler Brothers for almost ten years 
and am more or less the “Daddy” of the Ben 
Franklin Stores in New England. Also I started 
this business as a Federated Store and therefore 
know Butler Brothers from both sides of the 
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fence. Your article gives the wonderful story of 
success which they promise—but none of the 
actual results. And none of the story of how 
many Ben Franklin stores they have kept since 
1942. Nor did you discover how many success- 
ful Federated Stores they can show. Did you 
investigate to find out how they treated their 
loyal accounts when merchandise was hard to 
get? It is not a pretty story. Butler Brothers 
does have some good points. They also have 
some weak ones. 

Leon W. Bateman 

Bateman’s Department Store 

Lexington, Mass. 


{] Our purpose in publishing the article was 
not to advertise Butler Brothers but to 
show the different methods of distribution 
employed by one big merchandising or- 
ganization. 


I # 
Fy, 


@©25 I was interested in reading the article 


“Subsidy for Eaters” [January issue]. There is 
no question that if every one in the country 
were provided with the optimum diet we would 
not need to worry about agricultural surpluses, 
but I question whether the plan outlined would 
provide a practical means of arriving at the 
desired end. 

Harry A. Bullis 

Chairman of the Board 

General Mills, Inc., Minneapolis 


I wish your article “Subsidy for Eaters” 
in quoting me, had not put so much emphasis on 
consumer subsidies. Consumer subsidies should 
only be used when everything else has failed to 
move food into consumption. I place most of 
my faith in diet education and smart hard- 
driving merchandising as the best means for 
dealing with food surpluses through upgrading 
our American diet. 


H.E. Babcock, Ithaca, N.Y. 
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@@2* Your article “Subsidy for Eaters” antici- 


pates what will be the next great agricultural 
issue in this country. The essence of the food 
subsidy system lies in the shift in incentive— 
from scarcity to abundance. A set return to 
farmers, say market return plus subsidy to bring 
the total up to a given percentage of parity, 
would bring out the production and the selling 
price would automatically adjust to the pur- 
chasing power of the lowest income group. Such 
a system is in reality a multiple price system, 
the price tag plus income taxes paid. It would 
be possible by very slight shifts in the percentage 
payments to increase the price tag, decrease the 
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producers’ return and thus shape production to 
any particular food or commodity. 
Archie Wright, President 
Farmers Union (Northeastern Div.) 
Ogdensburg, N.Y. 


# 

So: I do not know where we are going on such 
matters as “Subsidy for Eaters.” The proposi- 
tion sounds so logical that I do not feel like 
doubting the wisdom of trying it. I went to a 
meeting a few nights ago where I heard a most 
persuasive argument for substantial federal ap- 
propriations to give all of us an opportunity to 
go to college. I am concerned that sometime 
Uncle Sam, in taking care of so many needs of 
so many of us, will either find himself badly over- 
burdened or will place on us such new restrictions 
as will be less welcome than in the old days 
when we tried to feed ourselves and struggled 
through college on our own. 

Lloyd Burlingham 

“This Farming Business,” Chicago 


6 

Svs: I protest the statement “no reputable or- 
ganization works on a commission basis” in the 
article “Every Man a Philanthropist” in the 
August 1947 issue. Since 1931 we have been 
conducting fund raising campaigns for churches, 
schools, hospitals and other philanthropic organi- 
zations. We operate on a commission basis. We 
have hundreds of satisfied clients from coast to 
coast. Inquiry of the Better Business Bureau of 
Chicago, the American National Bank, church, 
college, business leaders across the nation will 
tell you of our work. Again I ask, have you 
been justified in calling us non-reputable? 

H. P. Demand 

H.P. Demand and Associates 

Evanston, Ill. 


q Jt certainly was too sweeping a general- 
wzation to say that “Reputable fund-raisers 

. never work on a percentage basis.” 
However, the non-profit National Informa- 
tion Bureau, which sets a yardstick for or- 
ganizations dependent on philanthropy, 
does not give its approval to organizations 
for which funds are raised by commission 
methods. 


a 
Le: As for football being “big business” is that 
a sin? [“College Football Business,’ November 
issue.] So is education “big business.” Georgia 
Tech’s budget runs around $3,500,000 per year— 
the Athletic Association budget is less than 
$400,000—so what? We graduate most of our 
football players—they take difficult engineering 
courses—and the football money pays for our 
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entire intercollegiate sport activities and other 
things—again so what? Is it a crime for football 
players in return for an education to divert their 
earnings to their Alma Mater? I cannot see why 
a football player should be held up to ridicule 
because he plays for a sweater, victories, glory 
or B.T.R. [board, tuition, room]. 


Blake R. Van Leer, President 
Georgia School of Technology 


Atlanta 


. 
Sve: It would seem wise to make the legal work 


week flexible in line with supplies. Congress 
could set up a board representing industry, labor, 
merchandising and the public, with power to 
meet periodically and set the standard work week 
for a given period, not lower than 36 hours and 
not higher than 44 hours, aiming at a general 
average of 40 hours. Industries producing goods 
in short supply should increase their work week, 
if they can get materials, and those over-meeting 
the demand should cut their work week. 

W. B. Sydnor, Secretary-Treasurer 

Nat'l Farm Loan Association 

Lafayette County, Lexington, Mo. 


_Z 
@@/2° The article on directors [December issue] 


interested me. I am a small stockholder in a 
number of corporations and I often wonder why 
they have so many lawyers and bankers on their 
boards. An individual successfully conducting 
his own business could be an asset to any Board 
of Directors. He has to know how to buy and, 
more important, how to sell and also something 
of finances, credits and how to keep employes 
happy in their jobs. 


George F. Kearney, New York City 


e 
gt: I have read with growing indignation let- 


ters to you commenting on your article “Living 
on $5500 a Year” [October issue]. I don’t think 
the Bakers are poor managers—they want to live, 
not exist! The thing about the Dave Bakers that 
I liked is that they belonged to a country club. 
They obviously want to get ahead in the world, 
and you don’t meet people if you consider $6 for 
a party exorbitant. My husband makes $5000 a 
year and I have my income which frequently 
brings the total up to $8000 or $9000 a year. An” 
I don’t find life soft. We save hardly anything 
and are not proud of it, but the cost of some 
things we consider necessary is prohibitive. You 
print so many letters that make $5500 sound like 
a fortune, and people that can’t manage on it as 
incapable. I think you ought to have something 
from the other side of the fence. 

Mrs. Richard Calvin Bonser 

Lynn, Mass. 
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WORK FOR PEACE BY WORKING 
































You want peace, and you don’t want war, and you doubtless 
. find yourself gnawing over the question of whether there is 
anything you can do about it as an individual. 


Yes, there are lots of things you can do, and we’d like to suggest 
just one of them. 


Look at it tails way: Our statesmen and diplomats are doing 
what they can to restore peace and order in the world. Whatever 
influence they have is tied directly to the strength of the nation 
behind them. This strength is moral, military and economic. 
Right now in a world of power and force, the economic strength 
counts most of all, for it 1s the foundation. 


An America that is internally strong, economically strong, . - 
will not be attacked. An America that is internally weak, in : - . 


economic depression, certainly would be attacked. i 





And what has this got to do with you? Well, you are one of 
the parts of the economie system. In one way or another you are 
a worker. You are “in business,” in the sense that business is a 
system of organized work. You depend upon business, directly or 
indirectly, and you contribute to it. You help to make it what 





it is—good or bad, sound or not so sound. To keep it sound is 
vital to peace, and vital to you in a thousand ways. 


‘ When you do your daily work well, you are doing your 
nickel’s worth to make possible an orderly world and a peaceful 
world. If, without becoming an angel overnight, you can do 
your work better, no matter what your work is, then you can 
rightfully feel that your contribution to peace is stepping up. 


The men called businessmen have special opportunities and 
extraordinary responsibilities. If you are one of them you are a 
manager of the organized work, a director of one of the parts of 
the system. You can have a big share in the cultivating of sound- 
ness, not only in your own business but in the whole structure that 
lies beyond it. It would be stretching things to say that peace 
or war depends upon you, but it is perfectly accurate to say that 
you are more influential than you probably think. 


All of us can worry and fume all we like, but if we really 
want to work for peace, well, there’s one thing we can do: 
Work for it by working. 
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QUESTIONS: 


and the ansvers 


Our aim in publishing Kiplinger Mag- 
azine is to present the “Changing Times.” 
with emphasis on the “Times Ahead.” 

This requires lots of leg work , 
constant inguiry into the “Who, What, 
When, Where and Why” of anything and 
everything. We try each month to re- 
port on matters of first importance to you. 

Stull we recognize that there may be 
some questions in your mind that have 
slipped by unanswered. To meet these 
questions squarely, and to present. still 
more information tn each issue. we have 
set up a new department. QUESTIONS 
and ANSWERS ... the questions busi- 
nessmen are asking, plus the answers we 
have found. 

We think vou will find the subjects 
interesting reading. And we also hope 
vou will take advantage of the feature 
as a practical business service. Send us 
your questions. We will dig out the 


answers. 


Bue bene of Uh) 
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